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NATIONAL ECONOMIC POLICY 


'JINGJI YANJIU' REVIEWS BOOK ON REFORMATION OF ECONOMIC SYSTEM 
HK260900 Beijing JINGJI YANJIU in Chinese No 10, 20 Oct 79 pp 73-80 HK 


[Article by Lin Qingsong [4499 3512 4893], Mao Tiangqi [2071 1043 3026] and 
Lin Quanshiu [4499 2623 1223]: "A Good Book on the All-Round Reformation of 
the Economic System--a Review of the Book ‘Theoretical Problems in the So- 
cialist Economy’ by Comrade Sun Yefang [1940 3316 0022]"] 


[Text] Recently, the People's Publishing House published a collection of 
economic articles by our famous economic Comrade Sun Yefang entitled "Theo- 
retical Problems in the Socialist Economy." 


This collection represents the principal fruit of Comrade Sun Yefang's theo- 
retical research into political economy ever since liberation. It is a col- 
lection of 20 articles and internal research reports by the author since the 
1950's. The majority of these were written prior to the cultural revolution 
and had not been published before. 


This is a good book on the all-round reformation of our national economic 
management system. 


From this book we can see that as early as the end of the 1950's and early 
1960's, the author had already pointed out the defects of our national eco- 
nomic management system. He had systematically proposed a whole set of ten- 
tative plans and suggestions for the reformation of the national economic 
management system. 


For over 10 years, due to the rampage of the idealism and metaphysics of 
Linbiao and the “gang of four,” the correct ideas of Comrade Sun Yefang 
were not only not adopted but were labeled as "revisionist profiteering in 
coumand" and “revisionist autonomy of enterprises." These ideas received 
large scale and organized criticism and encirclement. The author himself 
was vilified as "the greatest revisionist in Chinese economic circles." 











He was wrongly imprisone.’ “or over 7 years and was a victim of fascist 
political oppression. However, history is mericiless, as the author has 
been abie to stand the stern political trial. The correctness of his 
fundamental viewpoints and ideas has also stood the test of practice. 


At present, to make a better switch in the work emphasis of the whole 
nation ond carry through the principles of readjusting, restructuring, 
reforming and consolidating the national economy as proposed by the party 
central, the reform of our national economic management system has come 

to the forefront of our agenda. It has become an urgent task before us. 
The viewpoints and ideas put forward by Comrade Sun Yefang are increasingly 
adopted by people at large. The overall reformation of the management of 
the national economy which he had been craving for has now become the urgent 
demand of the whole party and the people of the whole nation. This will 
become reality very soon. The publication of Comrade Sun Yefang's book is 
indeed timely, since a large number of theoretical and practical economists 
are conscientiously carrying out in-depth investigation and study of our 
national economic management system to search for programs and means of 
reform. It will greatly promote this reform and significantly influence 
the development of socialist political economy. 


This article will only give a brief introduction to the ideas on the re- 
formation of the economic system as expounded by Comrade Sun Yefang in his 
book. It will also discuss the important inspirations that these ideas have 
for us. 


It is a well-known fact that Comrade Mao Zedong had long been aware of the 
defects of the whole national economic management system we copied from the 
Soviet Union in the 1950's. He had also expressed his opposition to excessive 
centralization and had put forward the principled directive for appropriate 
decentralization, based on actual conditions and according with the spirit of 
Comrade Mao Zedong's directive, Comrade Sun Yefang proposed his ideas of a 
systematic and overall reformation of our national economic management system 
from the standpoint of political economy. The main points of these ideas 
are: The central problem of the national economic management system is the 
power of enterprise management. Enterprises must be endowed with greater 
management power. Within the sphere of simple reproduction of capital value, 
that is, control over the depreciation of fixed assets and the renewal cf 
equipment, things must be delegated to the enterprises which constitute in- 
dependent accounting units. Under the conditions that prices conform with 
value or production prices, profit is the overall index for the performance 
of enterprise management. The position of profits in the system of indices 
of national economic planning should be elevated. There should be a reform 
of the system of planning indices to put profit as the core index or prin- 
cipal index. The relations of specialization and coordination among enter- 
prises should be emphasized. The contract system should be strictly ad- 
hered to in order to reform the existing resource management system. The 
principle of capital profit margin should be adhered to. Prices should 

be stipulated according to the production price so as to reform the existing 
price system. Furthermore, the depreciated rate of fixed assets should be 
increased and the number of years for depreciation shculd be shortened. 
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[HK260905}] How then did the author propose and prove these ideas? 
1. Concerning the increase in the management power of enterprises. 


Comrade Sun Yefang regarded the questions of authority and responsibilities 
of enterprises as an independent accounting unit and its relation with the 
state as the central problem of the national ecnomic management system. 
That is to say, it is a question of enterprise management. He said that 
people generally put emphasis on relations between central and local levels 
in studying the problem of the economic management system. In actual fact, 
‘this is a problem of government structure. Judging from the perspective of 
political economy, what is called a management system is, first and fore- 
most, the management system of the enterprise as a cell of the national 
economy and an independent accounting unit. The core of this problem is 
the question of authority and responsibility in the enterprises. Once this 
problem is resolved, other problems of the system will fall into place. 


Comrade Sun Yefang incisively criticized the serious defect of overcontra- 
tion of power in our national economic management system. He pointed out 
that under this system, the state had taken over the concrete affairs of the 
enterprises such as the overall planning of human, financial and material re- 
sources and supply, production and marketing. These actually should be with- 
in the responsivilities of the enterprises themselves. Consequently, the 
enterprises were bound hand and feet and their initiative greatly hampered. 
This had greatly obstructed the renewal of installations and advancement of 
technology in the enterprises. In the meantime, the state was caught up in 
the day to day affairs to the neglect of the mass-scale planning and overall 
coordination of the longterm construction of the whole national economy. From 
the analysis of all these adverse effects, Comrade Sun Yefang has further 
proven the necessity to expand the authority vf the enterprises. Therefore, 
he advocated that in order to mobilize the enthusiasm of the enterprises, 
their responsibilities as independent accounting units should first be clari- 
fied. Secondly, they should be endowed with the appropriate authority. 


How much authority and responsibilities then should be given to the enter- 
prises, as independent accounting units, in order to bring their enthusiasm 
into full play as well as insure the schematic and proportionate development 
of the national economy? 


With regard to the situation of "centralization leads to a standstill, a 
standstill leads to decentraiization and decentralization leads te confusion" 
arising from the carrying through of Comrade Mao Zedong's principles of "cen- 
tralize power in one's hands to deal with major issues and delegzte power to 
deal with secondary issues" and "control without sacrificing flexibility; 
flexibility without leading to confusion,” Comrade Sun Yefang has tried to 
draw boundary lines between "major issues" and "secondary issues" as well 

as differences between "rigid" and "flexible" in relation to our national, 
economic management system. He suggested that the boundary should be that 
between enlarged and simple reproduction accounted according to the magni- 
tude of the value of capital. Simple reproduction means that the capital 
utilized by enterprises can only bring a return equal to the original value 




















after each cycle. Enlarged reproduc-ion means that the capital utilized 

by the enterprises not only brings a return equal to the original value 

but has brought an increase of capitai. That is to say, the capital uti- 
lized by enterprises has increased. In a socialist economy, t:he boundary 
between this kind of simple and enlarged reproduc):ion is expressed in 
whether the socialist country make addit‘onal investment to establish new 
enterprises or enlarges the existing om's He said that “things within the 
sphere of enlarged reproduction are 'maju: issues’ which the state should 
firmly control. No control or lax control wiJl lead to confusion. Things 
within the sphere of simple reproduction are “secondary issues" which the 
enterprises should manage by themselves. Excess control by the state will 
lead to a standstill. (Sun Yefang, “Several Theoretical Questions Concern- 
ing the Socialist Economy," p 141 hereafter Comrade Sun's book) With the 
continuous advances of technology and improvement of labor productivity, 

in terms of the amount of material, the simple repro*uction according to 
the magnitude of the capital of the enterprises v...: inevitably lead to 
enlarged reproduction. This should also be within ‘« authority of the 
enterprises. 


[HK260910] Comrade Sun Yefang also put special emphasis on safe-guarding 
the necessary authority of enterprises. He stressed that all “secondary 
issues" within the scope of functions and power of the enterprises should 
have no interferences by the state or local authorities. However, local 
authorities have the right to supervise and scruntinize che enterprises on 
behalf of the state. The relations between the central authorities and the 
locality only involves the question of who holds the “ultimate authority.” 
The way to solve this problem is to differentiate between national and 
local enterprises according to the supply and marketing relations as well 
as the relations of cooperation of enterprises. That is to say, all enter- 
prises whose relations of supply, marketing and cooperation are within the 
scope of the locality are designated as local enterprises whereas those 
which have gone beyond this scope are designated es national enterprises. 
After thisstep, the “ultimate authority” of the local enterprises wiil go 
to the locality and the "ultimate authority" of the national enterprises 
will go to the central authority. 


Comrade Sun Yefang treated the boundary between the "major issues” within 
the responsibilities of the state and the "secondary issues" within the 
responsibilities of the enterprises as the boundary for simple and enlarged 
reproduction (measured by the magnitude of value). Whether this proposition 
is appropriate or not is still subject to debate in academic circles. We 
think that this problem has to await the scrutinyof practice in the future. 
But, anyhow, his proposition is a reform program worthy of our serious con- 
sideration. 





2. The question concerning profit as the central index (or key index) of the 


index system in national economic planning. 


Comrade Sun Yefang proposed that in our planning system we should stress 
overall planning in major issues and flexibility in secondary ones. He 
opposed overconcentration and advocated appropriate decentralization. In 




















actual fact, this is a problem of which kind of indices the central plan- 
ning organizations should put special emphas‘s on and which kind it should 
let go. He believed that at the central level, especially the indices of 
the state planning commission and the state economic commission should be- 
come the key link of the whole indices system. Once the xey link is grasped, 
all the other lirks will fal) into >lace. 


There are many planning indices in our existine planning and management 
system. People usually regard <he gross production value as the principal 
index. Comrade Sun Yefang had “Launched an incisive criticism of this as 
early as 1956. He pointed out that a gross production value calculated 

from fixed prices is, in actual fact, just a quantitiative index and not a 
value index. It is doubtless that such an index is indispensable to observ- 
ing the speed of growth of the national economy and che proportionate rela- 
tions among its various departments as well as for formulating the national 
economic plan. However, since such an index is calculated according to fixed 
prices and all the financial a:counts of the enterprises are calculated ac- 
cording to existing prices, the gross productiou value will become divorced 
from reality. It is impracticable to rely on such an index to manage the 
financial aftairs of enterprises. Most important of all is that since the 
gross production value index has confused the increase value and the trans- 
ferred value, it is umable to reflect the actual performance of enterprise 
management. It can neither spur the enterprises to save raw materials, espe- 
cially precious raw materials, nor encourage the enterprises to produce light, 
handy, cheap and high quality products. Therefore, the gross production value 
index is not an effective lever to spur the improvement of enterprise manage- 
ment and to raise labor productivity. It is not the key link to bring along 
everything. Neither can it be an overall index measuring the performance of 
enterprise management. It is highly unreasonable to use it for measuring 

the performance of enterprises and use it to replace or suppress the ‘inan- 
cial account of enterprises. 


With regard to the production output index, Comrade Sun Yefang concurred 
that it is a very important planning index. Without it the balance of re- 
sources in the natiovxal economy could not be maintained and there could be 
no national economic planning. However, since there are a great varietw of 
products, they cannot be stipulated in detail by the central planning organi- 
zations beforehand. The central planning organizutions can only stipulate a 
general framework for the output index and leave the details of varieties 

to the annual plans of enterprises. Even the product indices within annual 
plans of the enterprises should not be stipulated too rigidly. They should 
be flexibly adjusted according to objective dymands, the needs of the con- 
sumers and various concrete conditions. [HK260915] Furthermore, the cost 
of production and value of the same amount of different variety of products 
may differ greatly. Therefore, the output index is also not a very good 
overall index to spur enterprise mangement. It should not be regarded as 
the key index which will bring along all the other indices. 


Comrade Sun Yefang advocated that in planning and statistical work, the fig- 
ures of ret output value and profit directly provided by the financial ac- 
counts of the enterprises should be regarded as a basic index. He said that 














"this not only can really spur the economic accounting of enterprises but 
can also save a lot of manpower by combining two accounts into one." (Com- 
rade Sun's book p 33) With regard to the profit index, Comrade Sun Yefang 
believed that the formulation and examination of production planning in 
enterprises have no marked difference with the net output value. However, 
since profit has also deducted the factor of wages, it is superior to the 
net output value for being more capable of reflecting the performance of 
enterprise management. That is why profit is the most concentrated expres- 
sion of the performance of enterprise management. It is the overall index 
reflecting the performance of enterprise management. In the planning and 
management of a socialist economy, we should grasp profit as the key index. 
Grasping this index not only will not obstruct the fulfillment of other in- 
dices but will actually spur their fulfillment. 


In proving that profit is the overall index of the performance cf enterprise 
management and the key index of planning and management, Comrade Sun Yefang 
attached three preconditions for it. These three preconditions are: 1) 
Enterprises should follow strictly national planning and the policies of the 
state; 2) Enterprises should strictly adhere to the relations of coopera- 
tion among enterprises and the contracts of supply, »roduction and marketing; 
and 3) prices must basically conform to value or production prices. This 
will prevent enterprises from going after profits through dubious means and 
put the profit index to the service of consolidating the planned economy. 
Under these conditions, the enterprises can only reap more profits through 
technological innovations, improving management, lowering the production 
costs and raising labor productivity. 


Directed against the traditional viewpoint of political economy in regarding 
profit purely as a special category of the capitalist economy, Comrade Sun 
Yefang concentrated on analyzing the series of qualitative differences be- 
tween socialist and capitalist profit. He pointed out that "since socialist 
and capitalist profit are qualitatively different and the means they reap 
their profits from are differeni:, why do we still equate concepts such as 
"after nothing but money," which we used to oppose the merchant capitalists 
in the old society, with socialist profit? If our enterprises do not just 
go after the partial interests of the whole people and the longterm interests 
of communism, why is there any cause for opposing it?" (Comrade Sun's book, 
p 264) 


As early as the 1960's, Comrade Sun Yefang was sensitive enough to discern 
the serious practical consequences arising from disregard for the effects 
of profit in the planning indices system as a resuit of the rejection of 
profit in the theoretical realm. He clamoured for restoration of the repu- 
tation of the socialist profit index, enhancement of the position of profit 
index in the ~lanned economic management system and placing planned profit 
as the key index in planned statistics and enterprise management. Has not 
this objective criticism and correct proposal been attested to by the facts 
in the past 10 years or so? 











3. Concerning the question of the resource management system. 


Comrade Sun Yefang believed that the resource management system is also an 
important component of the national economic management system. The key to 
solve this problem is to emphasize the division of labor and coordination 
among enterprises as well as the contract systen. 


The author has also criticized the expression of the theory of natural 
economy in the question of socialist product circulation--the viewpoint 

of "no circulation." He pointed out that since this kind of viewpoint has 
rejected socialist product circulation and lopsidedly emphasized resource 
allocation, what originally belonged to the work of circulation is treated 
as something for distribution. This has resulted in serious consequences. 
First, as a result of lopsided emphasis on allocation, the capital of the 
enterprises has lost its relative stability. This is disadvantageous to 
the independent accounting of enterprises and the development of production, 
and is a kind of "eating from the same pot." [HK260920] Secondly, socialist 
production is socialized mass production composed of tens of thousands of 
independent accounting enterprises of varying scales. The large number of 
enterprises and raw materials and the complexities of supply and marketing 
of products make it impossible to insure scheduled supply and marketing by 
relying sleiy on allocation and distribution by the state. This has sub- 
sequentiy created overstocking and shortages of resources and obstructed 
the normal function of enterprise reproduction. Thirdly, purchasing con- 
ferences, called mule fairs which involve tens and thousands of people, are 
summoned every year to distribute resources. This has resulted in immense 
wastes of human, material and financial resources. Finally, to insure the 
supply of raw materials, enterprises often have to send out a large number 
of purchasing personnel. This has resulted in “purchasing agents running 
all over the place” and unhealthy trends and evil practices have ensured. 
To rectify this situation, relations of economic cooperation should be 
established among the various regicns, provinces, localities and especially 
among enterprises. Such cooperation relations should also be confirmed by 
contracts. It must also be emphasized that once the contracts are signed, 
both parties should strictly adhere to them. Any dispute should be turned 
over to the higher level planning department for settlement. 


With regard to this aspect, Comrade Sun Yefang also proposed the boundary 
between "major issues" and “secondary issues" as well as that between "con- 
trol without sacrificing flexibility" and "flexibility not leading to con- 
fusion." This aims at providing a better treatment of the problem. He said: 
"I regard whatever changes the original and traditional relations of coopra- 
tion supply and marketing, the orientation of enterprise production as well 
as the organization of relations of supply, marketing and cooperation in 
newly established enterprises as within the scope of "major issues" of the 
state. Even the local administrative organizations should have no say in 
these matters. However, whatever is within the existing relations of co- 
operation, supply and marketing, within the existing orientation and scope 
of production as well as the signing of supplying and marketing contracts, 
the agreement on the amount of supply and marketing and the actual standard 
of goods is within the authority of the enterprises. Neither the state nor 
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the local authorities have the right to interfere in these matters. Under 
the condition of upholding the solemnity of contracts, “adherence to this 
principle will achieve control without sacrificing flexibility and flexi- 
bility without leading to confusion." (Comrade Sun's bcok p 145) 


This proposition of Comrade Sun Yefang is not yet perfect. For instance, 
there are questions such as whether enterprises breaching contracts or 
suspending relations of cooperation at will should be made to shoulder the 
economic and legal responsibilities, and whether enterprises having excess 
production capacities after fulfilling the contracts should be allowed to 
receive temporary production tasks from customers and sell certain excess 
products by themselves. These are not mentioned in the book. However, with 
regard to the basic principles it has proposed, the book is of much value to 
the reformation of the resources system. 


4. Concerning the questions of carrying out the principle of profit rate 
of capital and formulating prices according to production prices. 


There are much debates in academic circles over the questions of the profit 
rate of capital and production prices. Comrade Sun Yefang's analysis of this 
problem in his book is not yet complete. This is especially so with regard 
to the analysis of the objective nature of the two categories of the profit 
rate of capital and production prices in the socialist economy. However, 

his viewpoint and stand over this problem is very definite. It has been dis- 
cussed above that production prices should be made the precondition for formu- 
lating prices so that profit can become the key index for assessing not only 
all the enterprises within a single department but all the enterprises in the 
various departments of the national economy. This smacks of carrying through 
the principle of profit rate of capital. It is exactly in this sense that 

he said “the socialist economy needs a profit rate of capital and production 
prices." (Comrade Sun's book, p 268) 


Comrade Sun Yefang held that all capital involved in the process of production 
represents a given amount of necessary labor of society. Generally speaking, 
if a greater amount of capital is used in the process of production, that is, 
involving more mechanized labor and superior installations, the consumption 

of human labor and in turn the total labor consumption will be reduced. Labor 
productivity will be increased. In this way, the individual value of the 
products will be lower than that of the social value and the selling of these 
products according to the social value will reap a greater profit. [HK260925] 
However, it is the opposite case with enterprises using less capital, less 
mechanized labor and inferior labor installations, thus having lower labor 
productivity. It is unfair for the state to demand these different enterprises 
to turn in their profits according to production costs, that is, to carry 

out the principle of profit rate of production costs, and use the fulfillment 
of this kind cf profit index to assess the performances of enterprise manage- 
ment. Furthermore, if the amount of funds retained for the enterprises and 
rewards are still assigned according to the amount of profit turned out to the 
higher leveis by the enterprises, this will result in a disparity between 
enterprises. This will inevitably encourage enterprises to compete for in- 
vestment and installations on the one hand and prevent the full utilization 

of the fixed assets of the other. This will in turn result in serious waste. 
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He also held that the profit rate of capital and production prices are tools 
to help us in making economic comparisons among the various departments 
within the whole scope of the national economy. The choices of variety 

and amount in production in the socialist economy are not made according 

to the level of profit. This is the basic difference between socialism 

and capitalism. However, the principle of spending less money to achieve 
more must be adhered to. For instance, economic comparison is necessary 
when the state has to consider which investment program to be adopted and 
the amount of capital needed to fulfill a given planned target. In this 
case, the profit rate of the capital has to be taken into consideration. 

In order that the various departments can be compared with each other, the 
principle of equal profit rate of capital has to be adopted and prices 
should be stipulated according to production price. Therefore the socialist 
profit rate of capital and production prices are for the better fulfillment 
of state planning. There is no ground for the allegation put forward by 
certain comrades that they will disrupt the socialist planned economy. 


Of course, it is obvious that what Comrade Sun Yefang meant here by "the 
socialist economy needs the profit rate of capital and production prices" 
does not refer to the subjective needs of men. Rather, it refers to the 
objective economic demands of socialism. That is to say, the profit rate 
of capital and production prices are not something forced on the socialist 
economy according to men's subjective needs. On the contrary, it is a 
theoretical manifestation of the inevi.ability of the socialist economy. 
It is an objective economic category of socialism. This point has been 
demonstrated categoricu.ly in his book. Although the treatment is not yet 
adequate, the main points have been pointed out. 


The profit rate of capital and production prices are objective economic cate- 
gories of socialism. Therefore, in the reform of the economic system, it is 
in conformity with the objective demand of the socialist economy to apply the 
principle of the profit rate of capital in demanding enterprises to turn 

over a given proportion of their profits according to the amount of capital 
they use. Likewise, in the price system it is permissible to stipulate prices 
according to production prices so that the former will be basically in accord 
with the latter, adjustment of irrational product prices and the gradual 
narrowing of the price scissors of industrial and agricultural products, 

the price differential between light and heavy industrial products, the 

price differential between food crops and economic crops and so forth. 


5. Concerning the questions of increasing the depreciation rate of fixed 
assets and shortening the number of years for depreciation. 


With regard to the reform of the fixed asset management system, Comrade Sun 
Yefang advocated the decentralization of authority over the depreciation 
funds of fixed assets and the renewal of installations to the basic enter- 
prises as independent accounting units. That is, to replace the supply 
system of uncompensated fixed asset by the system of compensated possession. 
This has been discussed above. Therefore, we will only make a brief intro- 
duction to Comrade Sun Yefang's views on the increase of the depreciation 
rate of fixed assets and the shortening of the number of years for depre- 
ciation. 
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Comrade Sun Yefang attached great importance to the question of the depre- 
ciation rate of fixed assets. He regarded it as an important question in 

the fixed asset management system. He held that the key to this question 

is whether to accept the existence of invisible spoilage and take into 
consideration the depreciation due to it. The depreciation rate stipulated 
by our fixed asset management system is extremely low and the number of years 
for depreciation very long. It is an irrational system far divorced from 
reality. [HK260930] This irrational system stems from the erroneous view 
that denies the existence of invisible spoilage or even accepts that its 
existence has failed to take its depreciation into consideration. Comrade 
Sun Yefang regarded such an erroneous view as the manifestation of the theory 
of natural economy in political economy. The socialist ecnomy is not a 
natural economy. The law of value is an economic law which finds its objec- 
tive existence in the socialist society. In the socialist economy, recog- 
nition of the existence cf the law of value entails acceptance of the exist- 
ence of invisible spoilage. On the other hand, denial of the law of value 
implies denial of invisible spoilage which subsequently leads to advocating 
the stipulation of depreciation rate and the number of years of depreciation 
solely according to visible spoilage, that is, the physical wearing out of 
the fixed assets. 


It is precisely based on the objectiveness of the law of value that Comrade 
Sun Yefang regards invisible spoilage, including the first and second types 

of spoilage, as a kind of objective inevitability in the process of develop- 
ment of social production due to technological advances. It exists objective- 
ly in isolation regardless of whether men recognize it or not. The protracted 
technological backwardness of our country as a result of the slow renewal of 
fixed assets is doubtlessly connected with our system of low depreciation 
built upon the denial of invisible spoilage. Comrade Sun Yefang incisively 
pointed out that “in the last analysis, denial of invisible spoilage means 
denial of the economic account in the process of social reproduction and the 
economic losses caused by technologii:al backwardness. For us who live in 

a modern world of rapid technological advances, the denial of invisible 
spoilage will bring unmeasurable losses." He also symbolically described 

our existing fixed asset management system including the many irrational 
regulations on renovation, as a system which is “reproducing antiques and 
freezing technological advances." This is a criticism that really hits the 
mark. 


To reform this irrational system, Comrade Sun Yefang advocated that the 
depreciation rate of fixed assets should accord with the actual spoilage, 
including the visible and invisible one. He held that only thus can the 
depreciation rate be greatly increased and the number of years for depre- 
ciation greatly shortened to not more than 10 years according to estimates. 
He believed that this position of Comrade Sun Yefang in the 1960's is still 
applicable today. 


From the above introduction, it can be seen that the program for reform of 
the economic system proposed by Comrade Sun Yefang is more systematic and 
constitutes an organic whole which contains internal consistency. This 
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program can be summarized as follows: starting with the expansion of 
authority of the enterprises as independent accounting units, gradually 
carry out the overall reform of the systems of planning, finance, resources 
and prices. Under the precondition of popularizing the contract system of 
supply, production and marketing, applying the principles of profit rate 
of capital and fixing prices according to production prices, use profit as 
the key index to build up the scientific examination and management of the 
state over enterprises. This aims at achieving the greatest economic ef- 
fects with the lowest labor consumption. 


The greatest inspiration that Comrade Sun Yefang's book has with regard to 
the reform of the national economic system is that it should start from en- 
larging the authority of the enterprises. 


The national economy is an organic entity built upon the foundation of so- 
cialized production. Each enterprise constitutes a cell of the organic 
whole of the national economy, among which exist close relations of coopera- 
tion and division of labor. The normal functioning of enterprise reproduction 
is the necessary precondition for the normal function of the whole national 
economy. At present, our national economic management system suffers from 
an overconcentration of power which has seriously restricted the initiatives 
and enthusiasm of enterprises. This has adversely obstructed the normal 
functioning of enterprise reproduction. Therefore, we must attach great im- 
portance to enlarging the authority of enterprises and insure their rights 
over human, financial and material resources and over supply, production and 
marketing which are commensurate with an individual enterprise as an inde- 
pendent accounting unit. This is a basic protlem which involves bringing 
into full play the initiative and enthusiasm of the staff of the whole enter- 
prise in management and insuring the rapid development of the national econ- 
omy. Meanwhile, irrational as our existing management system of the national 
economy is, it nevertheless is consistent and constitutes a unified entity. 
Where should we start our reform? [HK260935] We must have overall considera- 
tion and upon this foundation find out a suitable point to make the break- 
through. If not, any item on partial reform not only will not achieve the 
expected result but will also create confusion in economic life. Judging 
from the perspective of Comrade Sun Yefang, to start with the expansion of 
enterprise authority means, in principle, transfering the management of fixed 
assets within the scope of the original amount of capital to enterprises. 
This refers especially to the authority and tasks of rennovation and renewal 
of technological installations. In the meantime, it also means transferring 
downward the work of balancing supply, production and marketing of products 
within the scopes of existing cooperative relations and supply and marketing 
relations. This should be left to the enterprises. Corresponding reform of 
the systems of planning, finance, resource and prices can then be made. This 
is a more realistic program and means. For instance, the instructive target 
can be replaced from above by establishing a contract system and allowing 

the enterprises to manage the balance of their supply, production and market- 
ing. Then, upon this foundation, a national plan for simple reproduction 
can be formulated from below. This plan, together with the plan for en- 
larged reproduction formulated from above, will constitute an overall bal- 
anced national economic plan for the whole nation or the whole society. It 
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is only after this kind of reform of the existing planning and enterprise 
systems from above that the system of resource allocations from above can 
make corresponding reforms. On the other hand, if we start our reform by 
bypassing the expansion of enterprise authority, that is to say, without 
changing the existing enterprise management and planning systems, and start 
with the reform of the existing resource system, it will inevitably lead 

to chaos in the whole national economy. That is why Comrade Sun Yefang 
attached so much importance to expanding enterprise authority. 


Another important inspiration provided by Comrade Sun Yefang's book is that, 
upon the foundation of basing the management of the whole national economy 

on the system of regarding all enterprises as independent economic accounting 
units, the state realizes its scientific assessment and management of enter- 
prises through piofit as the key index. This aims at spurring the enterprises 
and the whole nat:ional economy to achieve the greatest economic results with 
the lowest labor consumption according to the demands of the law of value. 


The socialist economy is a planned economy. This has been repeatedly re- 
iterated by Marx and Engels. However, the socialist economy is also a planned 
economy which practices the system of economic accounting. According to the 
practical experience of the socialist construction in the Soviet Union, Lenin 
created the scientific theory of socialist economic accounting. Lenin held 
that economic accounting is the basic form by which the proletarian state 
carries out the planned management of socialist enterprises. He also pointed 
out that, in the socialist economy, this form of economic accounting system 
is "if not the only one, then inevitably the principal one." (Lenin, SELECTED 
WORKS, "The Role and Tasks of the Trade Union Under the Condition of the 

New Economic Policy," Vol 4 583). This told us that the management of the 
whole national economy must be built upon the foundation of the economic ac- 
counting system. 


In his book, Comrade Sun Yefang stressed that "a genuine economic accounting 
system should be practiced in enterprises and the whole national economy.” 
(Comrade Sun's book p 85). He also regarded this as an objective demand of 
the law of value uader the condition of socialism. 


Comrade Sun Yefang proposed a whole series of concrete proposals for carrying 
out a genuine economic accounting system. It is our belief that his proposals 
are actually a manifestation of Lenin's management principle mentioned above. 
The carrying out of these proposals will greatly spur enterprises to strive 
to improve management in accord with the objective demands of the law of 

value and promote the schematic, proportionate and rapid development of the 
whole national economy. 


The third important inspiration that Comrade Sun Yefang's book provides us 
is that in the reformatior of the economic system "we must purge all ideal- 
ist metaphysical viewpoints in the circle of political economy." (Comrade 
Sun's book, p 96). There will be no definite orientation of economic reform 
without a set of economic theories that can serve practical needs. The 
socialist economic theory of Comrade Sun Yefang is directed against the 
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“traditional viewpoints" of political economy, the theory of natural economy 
in particular, which have been constrained by idealism and metaphysics. 
Furthermore, his many viewpoints and proposals for economic reforms are 

all aimed at criticizing those idealist and metaphysical viewpoints. 


[HK260940] It is obvious to us that Comrade Sun Yefang's proposals for eco- 
nomic reform are aimed at greater democracy within the sphere of decision- 
making in the national economy. For instance, allowing the enterprises to 
handle the affairs of reproduction within the scope of the existing amount 
of capital has in fact increased the self-management of workers and manage- 
ment personnel in the process of material production. Furthermore, the 
balancing of supply, production and marketing by enterprises, within the 
existing relations of cooperation, supply and marketing, has in fact in- 
creased the autonomy of the consumers in deciding their own demands. How- 
ever, such changes should not be divorced from political and ideological 
reforms. In the first place, with regard to ideology, the guiding thought 
of an overconcentrated management system is the idealism which either denies 
or disregards the existence of objective economic laws. Such a system is also 
influenced by the feudalistic theory of natural economy. The series of pro- 
posals which conform to objective economic laws cannot be popularized and 
put into practice without first exposing and criticizing the theory of sub- 
jectivism in economic work. Furthermore, an overconcentrated management 
system very often suits the appetite of certain "officials" who cherish 
feudalistic privileges. They always worry that reforms will weaken their 
own "power." As for the minority of management persor.nel who were put into 
such position during the campaigns, their ignorance of the business made 
them reluctant to turn themselves from "nonprofessionals" to “professionals.” 
They are so used to following orders from administrative officials that they 
are afraid of losing their “position” and vested interests in a new system. 
Therefore, there will be various forms of resistance to reforms. Under such 
conditions, it is impossible to carry out economic reforms without corres- 
ponding political reforms and democratization of economic management without 
the guarantee of political democratization. Comrade Sun Yefang took up a 
combative stance in his book ard courageously struggled against the obsolete 
viewpoints in the circle of political economy which are not in accord with 
the actual situation. He had criticized idealism and metaphysics, opposed 
feudalistic privileges and popularized the basic theories of Marxist politi- 
cal economy. All these things aimed at clearing the stumbling blocks to the 
reformation of the economic system. 


The fourth important inspiration that Comrade Swn Yefang's book provides us 
is that be it researchers of economic theories or practical economic workers, 
both have to insist on proceeding from actual practice. They must hold firm 
to the basic Marxist viewpoint that practice is the sole criterion for ex- 
amining economic theories and policies and insist on the principle of inte- 
grating theory with practice. Only thus can they really contribute to the 
rapid development of the socialist economy. This is precisely why Comrade 
Sun Yefang's book can provide so many penetrating insights to our economic 
management system. While he was actually engaging in the work of economic 
leadership, he had already attached much importance to theoretical research. 


13 

















The first three chapters of his book were actually written while he was 

in a leading position in the state statistics bureau. Similarly, while 

he was specializing in theoretical research of economics, he also attached 
great importance to the research of actual economic activities. Many of 
his articles and internal research reports in the 1960's were theoretical 
achievement of such investigations and research. He proceeds neither from 
“orders from above" nor “from books," but starts everything from the actual 
situation. He adopted a practical attitude towards all "traditional" 
theoretical viewpoints, existing economic systems and policies. As he him- 
self said, his doubts about the many "traditional" theoretical viewpoints, 
existing irrational economic systems and policies were mostly aroused by 
contar*s with reality. Therefore, it can be said that his many correct 
ideas are products of practical needs and thus have greater vitality. To 
go further into the program and means of reforming the existing management 
system of our national economy, we must continue to hold fast to this kind 
of realistic attitude of not just “following orders from above" and "fol- 
lowing books.” 


In short, it is indeed commendable for Comrade Sun Yefang to have proposed 
such comprehensive and systematic proposals for the reformation of the eco- 
nocic system as early as the late 1950's and early 1960's. These proposals 
are not only correct in their basic orientation but are also vex, valuable 
in their major contents. 





Since the national economic management system is a2 highly complex problem, 
its refcrmation involves quite a number of questions. Many problems still 
have to await conscientious investigation and research as well as scientific 
summation. In this sense, the proposals of Comrade Sun Yefang are not yet 
perfect. There will still be many defects and deficiencies. All these have 
to be resolved by further investigation and discussions and tested and re- 
vised in practice. 
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ECONOMIC PLANNING 


BRIEFS 


ANHUI ECONOMIC COMMISSION--The Anhui Provincial Economic Commission recently 
selected and organized 29 cadres of the provincial industrial and communica- 
tions departments into seven work groups and sent them to Hefei, Bengbu, 
Wuhu, Maanshan, Huaibei, Tongling and Anging to help implement the guide- 
lines of the industrial conference held by the provincial party committee. 
Headed by Vice Governor Meng Jiaqin and other provincial leaders, these 
groups will also help local enterprises consolidate their leading bodies, 
implement party economic policies, strengthen enterprise management and 
solve new problems. [0W310055 “efei Anhui Provincial Service in Mandarin 
1100 GMT 30 Jan 80 OW] 


SHANDONG TELEPHONE CONFERENCE--On the evening of 29 January, the Shandong 
Provincial CCP Committee and the provincial people's government held 4 
provincial telephone conference on industrial and communications work. 

The conference aroused the broad masses of cadres, staff members and 
workers on the industrial and communications front throughout the province 
to further implement the spirit of the provincial work conference on 
industry and communications, to fight well the battle of increasing produc- 
tion and economizing and to realistically do a good job in the production 
in the first quarter, particularly during the spring festival period in 
February so as to achieve a good start in the annual production for 1980. 
The conference was presided over by Gao Qiyun, secretary of the Shandong 
Provincial CCP Committee and Liu Peng, deputy governor of the Shandong 
Provincial People's Government delivered a speech at it. Comrades parti- 
cipating in the conference worked out several demands for in response 

to the call from the conference for uninterrupted production in the 

spring festival period. [Jinan Shandong Provincial Service in Mandarin 

2300 GMT 29 Jan 80 SK] 
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GENERAL ECONOMIC INFORMATION 


BRIEFS 


JILIN PAPER SHORTAGES--Changchun, 30 Jan--Paper mills in Jilin Province have 
been using rice, wheat and sorghum stalks for raw materials %ecause of the 
unavailability of sufficient quantities of reeds, resulting in higher costs 
and poorer quality paper. The supply of textbooks and writing paper for 
school children has been seriously affected. The local administrative 
organs’ failure to replant after the reeds were cut has caused a gradual 
depletion of this once abundant natural resource. [Beijing XINHUA Domestic 
Service in Chinese 0245 GMT 30 Jan 80 OW] 


BEIJING URBAN CONSTRUCTION--In 1979, Beijing invested 26/ million yuan in 
urban construction. This is an increase of 58 percent over 1978, reaching 
the best level ever recorded. A total of 1.6 million square meters of roads 
were built, an increase of 66.6 percent over 1978. Some 190 km of all 
kinds of pipes were also installed. This is an increase of 20.9 percent 
over 1978. Throughout 1979, 450 public motor vehicles and 29 long-distance 
passenger coaches were purchased. An additional 109,000 households used 
thermal petroleum as fuel during the year. From 1966 to 1974, the 

average yearly investment in urban construction was 20 million yuan, account- 
ing for only 3 percent of the whole capital construction investments. In 
i979, the municipality improved a number of roads and the new entry road 

te Beijire airport. However, compared with the development of the various 
trades and professions and the people's needs, there are still many short- 
comings in the construction of urban public facilities which will require 
very hard work for a considerably long period. [HK290657 Beijing City 
Service in Mandarin 2300 GMT 20 Jan 80 HK] 


FUJIAN PURCHASE POWER--In 1979, due to increases in the price of purchasing 
agricultural and sideline products and the reduction and exemption of 
agricultural tax, the people throughout Fujian have increased their purchas- 
ing power. From January to November, the people's expenses for purchasing 
commodities have increased by 18.3 percent over the corresponding period of 
1978. The purchasing power in society throughout the year is expected to 
increase by 700 million yuan over last year, an increase of 19 percent. 

Some 60 percent of the new increases in purchase power came from the 
countryside. [Fuzhou Fujian Provincial Service in Mandarin 2300 GMT 

2 Jan 80 HK) 


16 

















FUJIAN INDUSTRY, COMMUNICATIONS--The provincia! industry and communications 
front scored encouraging achievements in the first year of readjusting the 
national economy. The total value of industrial output increased by 

10 percent in 1979 on the basis of having increased 20 percent for 2 con- 
secutive years. Fifty-four main industrial products fulfilled or over- 
fulfilled the year's production targets. Railway transport, water transport 
and road freight volume increased in different degrees compared with 

1978. In 1979, the total value of light industrial and handicraft produc- 
tion in the province increased by 11.4 percent, which exceeded the increase 
of heavy industry. All prefectures and depa:tments concerned obtained 
remarkable results in firmly grasping fuel, power, communications and 
transportation. New provincial coal production capacity was 410,000 tons 
and the production of crude coal increased by 13 percent. Newly-installed 
electricity capacity was 120,000 kilowatts and electricity generation 
increased by 10 percent. Factories, mines, and other enterprises practiced 
economy while increasing production. Coal consumption in thermal power 
stations and 37 small synthetic ammonia plants was reduced by 180,000 ton, 
fuel oil by 10,000 ton and electricity by 25 million kilowatt-hours. Profits 
of state-owned enterprises increased by 10.5 percent. Over 4,600 new varieties 
of light and handicraft products were produced. [HK171504 Fuzhou Fujian 
Provincial Service in Mandarin 1035 GMT 9 Jan 80 HK] 


JIANGXI COMMODITIES--The commerce departments throughout Jiangxi have over- 
fulfilled the purchase and sales of commodities in 1979 a month ahead of 
schedule. By the end of November, purchase plans were overfulfilled by 

3.3 percent, while sales were overfulfilled by 0.31 percent. From January 
to November 1979, the commerce departments have purchased 332 million yuan 
worth of agricultural and sideline products, an increase of 33 percent 

over the corresponding period of 1978. After harvesting sugarcane, the 
people throughout Jiangxi purchased an additional 15,300 tons of sugar, 

an increase of 80 percent over 1978. From January to November, the purchase 
of industrial products throughout the province increased by 10.8 percent 
over the corresponding period of 1978, overfulfilling the year's plans 

by 3 percent ahead of schedule. In 1979, 1,100 new industrial products 
were produced. From January to November 1979, a total of 900 million yuan 
worth of industrial products were supplicd to the countryside, an increase 
of 9.4 percent. [HK171321 Nanchang Jiangxi Provincial Service in Mandarin 
1100 GMT 1 Jan 80 HK] 


BEIJING INDUSTRY, COMMUNICATTONS--According to a RENMIN “IBAO report, 
industrial and communicatiom departments in Beijing Municipality have 
made production more flexible by enhancing the role of the market in 
commodity regulation. Statistics of the departments concerned show that 
total industrial output value last year reached 21.1 billion yuan, some 
4 billion yuan of which was achieved through regulation by the market. 
[0W041031 Beijing Domestic Service in Mandarin 2230 GMT 31 Jan 80 OW] 


JIANGSU INDUSTRIAL OUTPUT--The total industrial output value of Jiangsu Pro- 
vince in 1979 registered a 13.2 percent increase over that of 1978. Over 

460 million kilowatt-hours of electricity and 920,000 tons of coal were 
conserved in 1979. The output of over 80 percent of 110 major products in 

the province has increased and their quality has also been improved. This has 
been achieved as a result of implementing the policy of readjusting, restruc- 


turing consolidating and improving the national economy ‘1: Jiangsu Province. 
[0W181455 Nanjing Jiangsu Provincial Service in Mandarin 2300 GMT 16 Jan 80 OW] 
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FINANCE ANI) BANKING 


BRIEFS 


SHANGHAI SAVINGS CLIMB--Since the November 1 price increase for seven 
major non-staple food items in Shanghai has been in effect, savings have 
continued to climb, with an increase of 2.44 million yuan in something 
over half a month. In the firet ten months of 1979, savings increased 
more than 606 million yuan, an amount equal to the increase in savings 
over the 7 year period from 1972 to 1978. This increase in savings re- 


flects the masses’ confidence in the Renminbi. [Shanghai JIEFANG RIBAO 
in Chinese 21 Nov 79 p 1] 


HEBEI SAVINGS--In 1979, the people's savings in Hebei increased by 210 million 
yuan over 1978, overfulfilling the state's plans by 1.28 times. Savings 

of the commune members in the countryside throughout the province also 
increased by 103 million yuan over 1978, overfulfilling the state's plans 

by 1.06 times. [Shijiazhuang Hebei Provincial Service in Mandarin 

0430 GMT 17 Jan 80 HK] 


ZHEJIANG BANK INTEREST--At the request of the Zhejiang provincial branch, 
the People's Bank of China decided in 1979 to reduce the monthly rate of 
interest for newly established neighborhood collective enterprises from 
0.42 to 0.36 percent. The bank has also decided to give a special rate 
of interest to all neighborhood collective enterprises in urban areas 
within the first 2 years after their establishment. The new rates will 
become effective from the first quarter of 1980. [Hangzhou Zhejiang 
Provincial Service in Mandarin 0400 GMT 31 Jan 80 OW] 
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FUELS AND POWER 


*JINGJI GUANLI' DISCUSSES DEVELOPMENT OF POWER INDUSTRY 
Beijing JINGJI GUANLI [ECONOMIC MANAGEMENT] in Chinese No 10, 25 Oct pp 27-32 HK 


{Articie by Liu Zhenhe [0491 4176 0735]: “How To Develop Power Industry 
Before Other Industries"] 


[Text] At present, China is launching a great campaign for readjusting the 
national economy. The aim of rectifying the proportions in various sectors 
of our economy is to bring about a sustained and hich-speed development of 
socialist economy. In rectifying the national economy, how can we overcome 
the great difficulties caused by the short supply of electric power? How 
can we make enterprises operate at fuli steam and bring productive capa- 
cities into full play? In other words, it is a problem of how to develcp 
the power industry before other industries. As far as we are concerned, the 
following problems need to be settled. 


I. Have a Correct Understanding on the Elastic Relationship Between the 
Power Industry and the National Economy 


The power industry has very close relations with the development of the 
national economy. The speed of growth of the latter depends, to a large 
extent, on the development of the former. To speed up the rate of increase 
of the economy, it is necessary to give priority to the development of the 
power industry. Such in objective law has been proven already by the growth 
of the economy in many countries. That is to say, to keep the national 
economy maintaining certain rat** of increase and to improve the living 
conditions in the urban and rura’ areas (including material and cultural 
life, social security and environment prwtection, and so forth, we should 
not only have a relevant increase of the power industry but its rate of 
growth must be higher than that of the national economy. The elastic 
relationship between the increase of electric power and the rate of growth 
of the national economy (generally denoted by the total domestic output 
value of a country) is called the elastic coefficient of electric power 

and known also as the leading coefficient of electric power. That is to 
say, the elastic coefficient of electriu power equals the increase of 
electric power in percentage terms divided by the increase of total domestic 
output value in percentage terms. 
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Keeping the growth lead means the elastic coefficient of electric power must 


be made larger than one. 
and economic question which is worth studying. 


However, how much tine lead should be is a technical 


As far as the situation in 


many countries is concerned, things are not entirely the same. (See Table 1) 


Table No 1 





During 24 years from 1953 to 1976 











countries 














percentage Increase of Increase of Elastic 
increase total domestic electric coefficient 

Countries output value power of electric power 
United States 203 412 2.03 
USSR 546 827 1.51 
Japan 690 867 1.26 
West Germany 303 530 1.75 
Britain 176 350 1.99 
France* 290 430 1.48 
Average of six 302 508 1.68 





* Refers te calculation of 23 years from 1953 to 1975. 


From Table No 1 it is easy to see that the elastic coefficient of electric 
power in major highly industrialized countries is more than 1 and the leading 


margin is even higher (at the average of 1.68). 


The United States comes first 


with the coefficient of 2.03, then follow Britain, West Germany, the Soviet 


Urion and France successively. 


Japan takes the lowest place with 1.26. As 


shown in the practice of economic development in China, the coefficient 


should be mairitained at least between 1.35 and 1.5. 


When working out or 


readjusting a plan, we should take full consideration of the coefficient. 
Otherwise, the rate of the whole economic growth will be adversely affected. 


The power industry must be developed in advance and at a greater rate than 
that of the national economy. This is not only because the development of 
science and technology as well as the people's livelihood cannot depart from 
electric power which is the main source of motive power, but also because 

it is determined by the uniqueness of electric power generation. As we know, 
electricity is generated, supplied and distributed simultaneously. Neither 
can it be kept in storage nor sent to places outside the network. Instead, 
it can only depend on the installation of more generating sets. Therefore, 
priority should be given to expanding power industry which should be kept 


growing in advance. 


At present, many countries are paying great attention to this objective law, 
viewing the development of the power industry as the vanguard of the national 
economy. The proportion of the investment going to the power industry has 
For instance, in Canada the planned investment 


gradually been increased. 
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in the power industry in 1978 comprised about one-third of the total amount 
of the planned investment; in Yugoslavia, from 1966 to 1970, the power in- 
dustry took up 26.8 percent of the total amount of investment in industries, 
and then increased by 31 percent from 1976 to 1980; it has acccounted for 
23 percent of the total amount of state investment in India during the 

6th 5-Year Plan (1978-1983). in China, however, we have not made due 
proportion of investment in this respect for many years. 


During the lst 5-Year Plan, our elastic coefficient of electric power was 
1.42. This showed that its rate of increase was in harmony with that of the 
national economy and that electric power had been developed proportionately. 
But in a period of time after 1958, especially for the last 10 years, owing 
to the serious interference and sabotage of Lin Biao and the “gang of four," 
the growth of the power industry did not reach the ratio that it should have. 
Furthermore, as a result of starting projects without giving them full con- 
sideration, launching impractical appeals and consuming electric power 
without restraint, acute shortages of energy supplies first occurred after 
1958 and then after 1970. Consequently, our national economy encountered 
great difficulties. Up to now, the wound has not been healed. The previous 
errors are really valuable lessons that we must learn from. [HKO70902] We 
must adhere to the objective law of keeping electric power growing in 
advance, proceed from the specific features of the power industry itself, 
correctly understand and handle the objective ratio between the growth of 
electric power and the economy. Besides, we must arrange properly the 
investment in power industry and create conditions for accelerating the 
expansion of the power industry and quickening the pace of the four moderni- 
zations. 


II. Great Importance Should Be Attached to Exploiting Primary Energy 
Resources--Foundation of the Power Industry 


At present, though there are many reasons for acute shortages in electric 
supplies both for production and people's livelihood, this situation reflects, 
to a large extent, the lack of energy resources, the state of imbalance and 
the improper ratio in distribution. Some powerplants fail to operate due to 
short supplies of oil; some newly-built power stations cannot fully generate 
electricity because of shortages of fuel; others whose boilers are designed 
to burn high-grade coal fail to reach the original capacity because they 

use inferior coal. In so doing, not only in the production of the power- 
plants affected but boiler pipes have to suffer wear and tear. Consequently, 
accidents cannot be avoided. Therefore, unless we can afford to do well 
enough in settling the problem of primary energy resources and making an 
overall balance and analysis, the contradictions will certainly become more 
serious, the gap bigger and consequences graver. 


The primary energy resources are the foundations for developing the power 
industry. Nothing can be done when there are not enough primary energy 
resources. There has been a very rapid expansion of industry in Japan 

since the 1960's. One of the reasons is that the power industry is highly 
developed and the problems of fuel and power are comparatively better settled. 
Though Japan is poor in natural resources with a scarcity of coal and oil, 
seizing the opportunity, it has imported great amounts of petroleum from the 
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Middle East. The proportion of petroleum in the structure of energy consump- 
tion only amounted to 16.5 percent in 1963 and 53.1 percent in 1964, but it 
reached the highest percentage of 76.9 in 1973. Since most of the imported 
petroleum was used as primary energy resources for generating, Japan has 
become one of the few nations in the world that mainly takes petroleum as 
its primary energy resource. Of the total electric power production, the 
energy generated by burning oil comprises 55.8 percent. The import of oil 
has played an important part in Japan's modernization. Why did the United 
States take less time than Britain to accomplish its industrialization? 
One of the reasons is that since its early stage of industrialization, the 
United States has attached great importance to the expansion of the fuel 
power industry. From 1850 to 1900, its rate of increase in energy con- 
sumption was 1.76 times higher than that of its industrial production (from 
1810 to 1860, Britain's was 0.96 times). In 1900 the per-capita energy 
consumption in the United States reached 4.85 tons of standard fuel (in 

1860 it was 2.93 tons in Britain). Undoubtedly, it brought a great push 

to the growth of power industry as well as the whole national economy. 

In 1977 the output of coal in the United States exceeded 6 billion tons, 
with 77 percent of the total output being used for electric power. That is 
to say, the amount of coal used for generating electricity reached as high 
as 460 million tons. Therefore, it is not difficult to draw the conclusion 
that the primary energy resources are the foundations of the power industry. 
There will be no possibility of great expansion of the power industry unless 
the supplies of primary energy resources are guaranteed. 





China has a vast territory and abundant natural resources with great amounts 
of coal in the North and rich waterpower resources in the South. In addition, 
there is bone coal, gangue, oil sk.ale and other low-caloric fuels. All this 
will provide favorable conditions for solving problems of primary energy 

and developing our power industry. The problems facing us now are that we 
must do well in planning to utilize and properly allocate and transfer the 
primary energy; we must attach great importance to the selection of con- 
struction sites, distribution and the choice of fuels in dealing with big 
powerplants. In addition, we must do well in building well-connected and 
rationally-distributed power stations as well as working out plans for 
setting up atomic power stations. As for solving the problem of China's 
primary energy resources, we consider the following to be noteworthy: 


1. The full exploitation and good use of coal is the basic guarantee of 
primary energy resources. 


The expansion of the power industry and the solution for primary energy 
resources mainly depend on coal, because China is rich in coal resources 
with abundant proven coal deposits and excellent conditions for coal re- 
sources. However, the uneven dispersion of coal resources and shortages of 
waterpower supplies in some large coal bases have adversely affected the 
expansion of the whole national economy. Therefore, how can we exploit and 
utilize coal mines, properly allocate and transfer the coal, clarify the 
orientation and structures of industrial productive forces in the mining 
areas and set the scales of enterprises’ need for unified planning and 
overall balance. 
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Coal is the most promising primary energy resource in China. At present and 
for a long time to come, coal is and will be taken as the main fuel for 
generating power. The proportion will be increased gradually as well. It 
is the requirement of the growth of the national economy and the foundation 
of the expansion of the power industry. 


Though there are not many proven superior coal deposits in the provinces 

south of the lower reaches of the Changjiang, they have abundant deposits 

of bone coal, gangue, oil shale and some other low-caloric fuels. Thereby, 

we must give full play to the initiative of the local authorities and solve 
some technical problems. If we could make full use of these natural resources 
and provide some economic interests for local authorities, they would become 
a powerful force that should not be neglected for solving fuel supply 
problems, the growth of the power industry and primary energy resources in 

the southern provinces. 


[HKO70904] 2. Waterpower stations making full use of waterpower resources 
are an important source for solving the primary energy resources of the 
power industry. 


There are very rich waterpower resources in the vast land of China. By rough 
estimates, China has as many as 530 million kw of hydroelectric power that 
can be generated. At present, however, only 2.5 percent of the total capacity 
is being utilized. Needless to say, we have great productive potentialities. 
Therefore, more attention should be paid to make use of local waterpowe: 
conditions, especially in the southern provinces where there are shortages of 
coal but abundant waterpower resources. Setting up various kinds of water- 
power stations in line with local conditions is considered to be an important 
mainstay for developing China's power industry and is now regarded as the 
source for meeting rural electric power needs. It is our unshakable stand 
that the expansion of the power industry and the solution of primary energy 
resources mainly depend on coal. However, we must simultaneously devote 
major efforts to developing hydropower. According to present electric power re- 
quirements in various sectors of the national economy, if we rely only on coal 
to generate electric power, the coal output in 1985 will have to be doubled; 
and by 2000 it will have to be doubled again. Moreover, if coal is taken as 
the major fuel and power in the southern provinces, most of the trains will 
become “special coal-carrying trains." In fact, it is impossible to do so. 
Before the 1960's, large amounts of petroleum or natural gas were used in 
Romania as primary energy resources for generating, accounting for 64 percent 
at their height out of the total electric fuels. Afterward, the Romanians 
changed their policy by applying large investments in the expansion of hydro- 
power and reserving petroleum and natural gas for the valuable industrial 
chemicals. Those countries which have given priority to the growth of 
hydropower, such as Canada, Sweden and Switzerland, have achieved a faster 
development in the power industry. As to generated energy per capita, Canada 
takes the 2d place in the world with 12,679 kwh, Sweden in 5th with 9,805 and 
Switzerland in 9th with 5,480. Therefore, we should pay more attention to 
the expansion of hydropower, provide conditions for it and increase the 
amount of investment in this aspect. In addition, we must let all the rivers 
and lakes, big or small, make a due contribution to the development of our 
power industry. 
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3. Make a study on building atomic powerstations--the source of energy in 
the future that should not be ignored. 


Nowadays it is acknowledged that atomic energy is an important and most 
promising future energy source. Since nuclear energy contains abundant 

energy power, more and more people will pay attention to its development. 

The energy produced by 1 kg of uranium is approximately equal to burning 
2,500 tons of coal. Not only is it small in volume and convenient to trans- 
port, but according to British statistical data, the cost per kwh generated 
by atomic energy is 25 percent and 50 percent lower than that of coal or 
petroleum respectively. At present, to solve the energy problem, many highly- 
industrialized countries have laid stress on self-reliance and diversifying 
the energy. Therefore, they have taken the construction of atomic powerplants 
as an important measure for solving the energy problem. The Soviet Union has 
spared no efforts to build atomic powerplants in its European regions so as 

to reduce the “westward movement of energy." According to the assessment of 
the 10th Session of World Energy and Power Conference held in Istanbul in 
September 1977, by 2000 the proportion of atomic generated energy will make 
up 45 percent of the total electric energy production (it only accounts for 

5 percent now). By 2020, it will take up 57 percent. In China, we should 
begin building atomic powerplants, sum up experience and take full considera- 
tion for those provinces and areas where primary energy resources are in 
short supply and power energy is badly needed. However, an atomic power 
station should neither be set up nearby cities nor in densely-populated areas. 
We cannot start building any atomic powerstations unless we can insure their 
security from the point of view of technology and protect the environment 

from pollution. 








Petroleum is not only an important form of energy but a kind of valuable 
industrial chemical. Owing to shortages of fuel and power and a weak current 
foundation in our industry, we have to use some of our petroleum to generate 
electricity and export a certain amount of oil for foreign exchange earnings. 
All this, of course, is the requirement of the four modernizations. Neverthe- 
less, from a far-reaching point of view, such circumstances must be changed 
and the consumption of oil as the primary energy resource must be gradually 
reduced. This is inevitable not only because of the "value" of petroleum 
itself, but also because the people gradually realize that petroleum is a 
very precious natural resource. It can also be said that this is an inevit- 
able trend in economic development. 


III. An Increase of Generated Energy Demands a Relevant Increase of Installed 
Capacity 


To speed up the expansion of the national economy, it is necessary to give 
priority to the development of the power industry. Apart from perfecting 
and reforming the present installed capacity with advanced science and 
technology, the installed capacity should be relevantly increased at the 
same time that generated energy is enlarged. The growth of the electric 
power industry in many countries shows that: 
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1. There is a relationship of experienced proportions between generated 
energy and the installed capacity. On condition that generating equipment 
is utilized at the same rate, the increase of generated energy can only be 
achieved by an increase of installed capacity. Therefore, the increase 

of generated energy should be in harmony with and in proportion to the 
increase of installed capacity, and the latter must be slightly in advance. 
From 1960 to 1975, the average increase index of generated energy in the 
United States, the Soviet Union, Japan, West Germany, Britain and France 
was 287 while that of installed capacity was 297, with the ratio being 
1.03 (See Table No 2). 














Table No 2 
Growing index Growing index 
Countries of generated of generating Ratio 
energy sets 

United States 237 281 1.18 
USSR 355 322 0.90 
Japan 412 475 1.15 
West Germany 259 269 1.04 
Britain 202 215 1.06 
France 247 225 0.91 
Average of 

six countries 287 297 1.03 
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We can see from Table No 2 that in the highly-industrialized countries, the 
increase of generated energy has been basically in proportion to installed 
capacity since 1960, with the latter being slightly ahead. In the United 
States and Japan, the leading margin has been even larger. The large number 
of spare generating sets in the United States make the utilization hours 
decline greatly.(The average utilization hours dropped from 4,490 in 1970 
to 3,793 in 1875.) As for Japan, its average utilization hours were 
4,151 in 1975. Since the increase of generating sets is slower than that 
of generated energy, the Soviet Union has become the country with the 
highest average utilization hours among the highly-industrialized countries, 
reaching 4,990 is 1975 and 5,610 hours by thermopower. Rapid growth of 
generating sets has been made in France for the past several years; from 
1973 to 1975 the ratio between generated energy and installed capacity was 
1 : 2.67. All this fully shows that many industrialized countries have been 
trying to match the growth of energy generation with a corresponding increase 
of installed capacity. Generally speaking, the increase of generating sets 
is faster than that of generated energy. Some problems may arise here: Is 
there any objective proportion between generating sets and generating energy? 
To what extent is the proportion most appropriate? Different proportions 
are adopted in many countries (see Table No 3). From 1973 to 1975, in the 
six nations, the United States, the Soviet Union, Japan, West Germany, Britain 
and France, the ratio between the total generated energy and installed capacity 
was 1: 2.39. 
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Table No 3. Ratio Between Average Generated Energy and Aversge Installed 
Capacity in Highly-industrialized Countries From i973 to 1975 











Generated Installed 
Countries energy capacity Ratio 
(billion kwh) (10,000 kw) 
United States 19,777 49 ,296 1 : 2.49 
USSR 9,763 20 ,616 1: 2.11 
Japan 4,684 10 ,400 1 : 2.22 
West Germany 3,042 6, 884 1 : 2.26 
Britain 2,759 7,894 1 : 2.86 
France 1,778 4,752 1 : 2.67 
Total 4 803 99 ,842 1: 2.39 




















From Table No 3 we can find that in many industrialized countries, the ratio 
is over 2.26. This does not seem to be a matter of coincidence, but rather 
a universal law. On the one hand, it is due to specific uniqueness of the 
power industry itself--electricity is generated, supplied and distributed 
simultaneously and cannot be kept in storag:; generating installations 

must undergo a thorough overhaul periodical\y; special equipment is required 
to adjust the supply when electric consumption is at its peak. On the other 
hand, it also reflects, along with the development of science and technology 
that many countries have set higher demands on safe and reliable supplies 

of electricity. In addition, preparations must be made to provide the 
necessary capacity and renewal of installations for increases of generated 
power either used for daily life or economic development. 


At present, our installed capacity cannot suit the rapid expansion of the 
national economy. Calculating from the generated sets that were put into 
operation in 1978, the ratio between generated energy and installed capacity 
is around 1 : 1.9. Especially for these years, if the growth of generated 
energy is taken as 100 percent, then the increase is only 81 percent. Owing 
to the backwardness of the generating sets and the imbalance in proportions, 
the installations have to be overburdened so as to meet the needs of produc- 
tion and daily life. Furthermore, without spare generating sets, sooner or 
later, the situation will inevitably get worse. Therefore, as various 
sectors of the national economy require more and more supplies of electric 
power, the installed capacity should be increased accordingly to keep in 
line with the law of development of the power industry. According to the 
actual strength of our economy and the development of the power industry 

in foreign countries as well as the positive and negative experience for 

30 years since the founding of New China, the proportion in China should 
now not be more than 5,000 hours. 


2. There is only an elastic relationship between the growth of industry and 
that of installed capacity, namely that the rate of increase of the latter 
should be in advance. In an article entitled "The Current Situation and 
Prospects for China's Power Industry," an official of the U.S. Department of 
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Commerce pointed out: "To realize the four modernizations, if China's 
industry registers an annual increase of 12 percent by 1985, the installed 
capacity will have at least increased by 15 percent." In accordance with 
the statistical data of economic development of the industrialized countries 
from 1960 to 1975, the rate of increase of the installed capacity should 
reach 14 percent to make the growth of the industry register an annual 
increase of 10 percent (see Table 4). As for the growth of installed 
capacity, Britain reached an increase of 16.3 percent, the highest of all 
the industrialized countries. The United States ranked second with an 
in.cease of 15.8 percent; West Germany 15.1 percent; Japan 12.1 percent, 
and France 11.8 perceat. As for the Soviet Union, the annual increase of 
industry was the same as that of installed capacity. 


Table No 4. Relationship Between the Growth of Industry and That of Installed 
Capacity in Highly-industrialized Countries From 1960 to 1975 











Increase index Increase index 
Countries of industry of installed Ratio 
capacity 
United States 178 281 1.58 
USSR 325 326 1.00 
Japan 393 475 1.21 
West Germany 178 269 1.51 
Britain 132 215 1.63 
France 190 225 1.18 
Average increase 207 291 1.41 














For the last 13 years (1966-1978), there have been many reasons for short 
supplies of electricity for production and daily life but the most important 
one is that the growth of generating sets has not been in advance. Take 

the Bei jing-Tianjin-Tangshan electrified wire netting for example. Since 
1970 the generating sets have not been in advance, comparatively huge amounts 
of electricity have been needed for production and daily life in that area 
and there has been a wide gap between the “highest peak" and the "lowest 
valley" with reference to electricity intensity. As a result, the daily 
loading rate reached 97-98 percent at its height. Such a problem could 

be solved abroad by regulating the load. At present in China, since we do 
not have enough spare generating sets and no generating sets for adjusting 
the peaks either, ehter is no other way but to regulate the load and 

arrange weekly stoppages or cuts. Consequently, many enterprises have to 
stop production to preserve heat. Power energy is thus wasted without 

making any products and many enterprises fail to operate at full steam. They 
have to go into operation 3 or 4 days a week, with work held up for lack of 
electricity. In many machinery plants in China, most of the electric 
furnaces are arranged to go into operation after midnight with only one or 
two managing to operate. In so doing, the furnace life is shortened, the 
furnace charge greatly wasted and electric consumption considerably increased. 
Actually, such a measure has caused terrible waste to electric power. 
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Therefore, when arranging the rate of industrial increase, careful considera- 
tion should be taken to the ratio and amount of investment to installed 
capacity. We should determine not only the ratio between short-term and annual 
increases in capacity but that for longer terms. It is impossible to achieve 
any increase in power generated or any rapid development in industrial pro- 
duction unless the installed capacity is increased at a commensurate rate. 


In his government work report at the Second Session of the Fifth NPC, 

Comrade Hua Guofeng pointed out, “In order to make good the acute shortages 

in fuel and power supply as soon as possible, we must insure that increases 

in production go hand in hand with thrifty use." "In the power industry, 
existing generating installations must be supplemented and equipment improved, 
the building of new powerstations must be hastened, and, in addition to 

the building of thermal powerstations, more hydropowerstations must be built." 
This shows clearly the struggle objective that the industrial power departments 
must now strive for. To overcome the present tension in power supply is 

the unanimous demands of the agricultural and industrial fronts throughout 
China. From a far-reaching point of view, we must speed up the construction 
of new powerstations and install more generating sets to put an end once and 
for all to the acute power supply shortages. This year, we must insure an 
increase of 8 percent in industry with a relevant increase between 10.4 and 

12 percent in the power industry. However, according to the actual conditions 
of our present energy resources and economic strength, we cannot but gradually 
increase the proportions of the investment going to power industry. Besides, 
we should pay attention to the efficiency of our investment applied to and 
utilized within the power industry, using the limited amount of money where 

it is needed badly. 


A pressing matter at the moment is that while speeding up this year's capital 
construction, we must simultaneously concentrate every effort to supply 
generating installations, improve equipment, practice strict economy and make 
full use of waterpower resources. It is very important for the industrial 
power construction to build huge waterpower plants in a planned way in the 
areas which have abundant waterpower resources. During the adjustment period, 
great importance should be attached to developing small waterpower stations 
sO as co race against time. All this will play an important role in removing 
the pressure of our power supply. Therefore, we hold that in the rectifica- 
tion of the national economy, small waterpower stations should be developed 
and not neglected now or in the future. Otherwise, it will be hard to bring 
about an upswing in the power industry which has lagged behind for a long 
time. This is exactly the point that we must be fully aware of. 


CSO: 4006 
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FUELS AND POWER 


BRIEFS 


LIAONING ENERGY SUPPLY--Liaoning Province has made every effort to insure 
adequate supply of oil and electricity to light industry and textile 
industry. Many heavy industrial plants have voluntarily reduced their 
energy consumption to some extent so as to help solve the problem. On 

12 January the Liaoning Provincial Revolutionary Committee issued a circular 
to reiterate that all localities should give priority to light industry 

and textile industry in supplying oil and electricity. [Shenyang Liaoning 
Provincial Service in Mandarin 1100 GMT 28 Jan 80 SK] 


JILIN INDUSTRIAL ACHIEVEMENTS--The Jilin provincial industrial and communica- 
tions front scored achievements in both production and practicing economy 

in 1979. As of the end of 1979, enterprises on this front throughout the 
province conserved 800,000 tons of fuel coal and 57,000 tons of fuel oil. 
They overfulfilled the 1979 annual plans for conserving energy by 2.8 per- 
cent and 42.5 percent respectively. The provincial industrial output value 
increased by 7.8 percent and the provincial industrial coal consumption 
decreased by 8.6 percent. The Jilin Provincial Fuel Company made great 
efforts to obtain information about the volume of fuel used by the 

3,158 industrial enterprises at or above county level throughout the province 
and then adopted a measure for supplying fixed volumes of fuel, thus saving 
730,000 tons of fuel. In order to conserve energy, industrial enterprises 
across the province also concentrated efforts on improving equipment and on 
conducting technological innovation. [SK300516 Changchun Jilin Provincial 
Service in Mandarin 1100 GMT 27 Jan 80 SK] 


JAQING OILFIELD CONTRACTS--Daqing, 27 Jan--In an effort to integrate fulfill- 
ment of production quotas with economic responsibilities, the well operation 
command of Daqing oilfield has, since January 1979, organized various brigades 
to sign economic contracts, and formed an economic arbitration group to settle 
disputes arising from fulfillment of these contracts. The contracts, which 
are to be signed monthly by various brigades, clearly stipulate duty hours, 
work quotas, production quality, rewards, penalties and so forth; and 
whichever violates the terms of the contracts is subject to investigation 
by the arbitration group and required to redress the financial losses. 
[0W291413 Beijing XINHUA Domestic Service in Chinese 0136 GMT 27 Jan 80 OW] 











HEAVY INDUSTRY 


BRIEFS 


NEW ZINC-ALUMINUM ALLOY--Beijing, February 2 (XiNHUA)--A superplasticity zinc- 
aluminium alloy has been jointly developed recently by the Mechanical and 
Electrical Engineering Research Institute of the First Ministry of Machine- 
Building and the Non-ferrous Metals Research Institute of the Beijing 
Municipal Bureau of Metallurgical Industry. Five years of research and 
experiment has gone into the perfection of this alloy. The alloy is as soft 
as a dough at a temperature of 250 degrees centigrade. It has been made into 
50 kinds of spare parts for different types of machinery. At norma’ room 
temperature, it recovers its former strength and hardness. It has great 
plasticity even in the solid state, while that of ordinary metals is very 
small. The use of superplasticity alloy to manufacture spare parts will 

not only raise their precision and quality but «lso simplify the working 
process, shorten the production cycle, save fuel «nd raw materials and thus 
cut down production costs. [Text] [0W021258 Beijing XINHUA in English 

1236 GMT 2 Feb 80 OW] 


WHARF CONSTRUCTION--Hangzhou, January 19 (XINHUA)--Construction of a 1,000 
metre long and 13 metre wide pier for China's first 100,000-ton ore carriers 
has been completed at Beilun harbour in northern Zhejiang Province. Con- 
struction started last February. The driving o: steel piles for the founda- 
tions of a 100,000-ton carrier berth and two 75 ‘90-ton carrier berths has also 
been completed. The superstructure for the bigger berth has been finished in 
the main. The crossing linking the pier has been completed and the work on a 
special transport way will be finished soon. This new deep-water wharf, 
capable of handling 20 miilion tons of mineral ore a year, has been built 

as a trans-shipment wharf to serve the big integrated Baoshan Iron and Steel 
Complex now under coustruction 130 nautical miles to the north of the harbour. 
The whole project is scheduled to be completed and in use next year. The 

new wharf will be equipped with imported computer controlled loading and 


unloading installations. [No source or date information given] 


FACTORY WORKER-DIRECTOR PRAISED--Beijing, January 17 (XINHUA)--A young 
worker-director who relied on the workers changed things around in 15 months 
at a synthetic ammonia plant which had not been able to complete its produc- 
tion plan for nine consecutive years and had suffered a loss of more than 
seven million yuan, according to a front-page report in today's WORKER'S 
DAILY. Liu Xinrong, 30, a former youth league branch secretary, was 
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appointed director of the Zhuzhou synthetic ammonia plant in Hunan Province 
in September 1978. The first thing he did was to collect the workers’ 
opinions on how to change things. He led a special group in an overall 
survey of the plant's equipment and ordered necessary repairs. It took 
six months to get all the equipment into working order. He revised the 
plant's labour regulations and asked all the workers to observe them. 

He urged all technicians to try to suggest technical improvements and took 
measures to improve management. He promoted to leading posts young people 
who understood both production and management. In an editor's note, the 
WORKER'S DAILY says that promotion of young and middle-aged people to 
leading posts at all levels is necessary for the realization of China's 
modernization programme. [Text] [0W170332 Beijing XINHUA in English 

0148 GMT 17 Jan 80 OW] 


cso: 4020 
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CAPITAL CONSTRUCTION 


CHANGE IN DIRECTION OF INVESTMENT DISCUSSED 
Beijing RENMIN RIBAO in Chinese 21 Jan 80 p 5 


{Article by Su Lian [4725 5114] and Shen Mu [3947 4207]: "An 
Important Question Regarding Investment Policy” ] 


{Text ] This year, in order to make progress in the policy of 
thoroughly carrying out a transformation of the national 
economy, there was a major reduction of state investment in 
capital construction. The major task facing the capital con- 
struction policy is how to use a relatively smaller amount of 
money to accomplish more projects. To solve this problem it is 
necessary to make a change in the investment policies. There 
must be a change from emphasis on investment in new construc- 
tion to an emphasis on remolding existing enterprises. Operat- 
ing under this premise, all departments and prefectures will 
correctly handle the problem of proportional investment and 
technology introduction, which wiil raise the effectiveness 

of capital construction investment. 


Ever since the founding of the state, our capital construction 
has made great accomplishments and has made great contribu- 
tions toward the development of the national economy. For 
quite some time, however, investment results have not been 
ideal. According to calculations, the requisite capital con- 
struction investment for each one yuan increase in the 
national income was over two times higher during the "Second 
Five Year Plan” than during the “First Five Year Plan” and 
was almost once again higher during the “Fourth Five Year 
Plan" than during the “First Pive Year Pian.” what each one 
yuan invested in capital construction during the "First Five 
Year Plan" could accomplish would now cost almost two yuan to 
accomplish. It is obvious that we have considerable potential 
for improving the results of our investments. In the current 
stage, the standard of development in our production forces 

is not high, the labor production rate is low, and the people's 
living standard is not high. Under such conditions the rate of 
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accumulation cannot be high and capital construction invest- 
ment cannot but be restricted. We must strive to raise the 
effectiveness of investment and increase production savings 
before we can accelerate the progress of socialist modern- 
ization. For a lone time in the future basic construction 
must emphasize the remolding of the existing enterprises, 
spending less money and getting better results. A great many 
facts have demonstrated that the use of advanced technology 
and equipment can remold the existing enterprises. Compared 
with building new enterprises the investment is smaller, the 
results quicker, the labor production rate is higher, and the 
costs are lower. According to estimates by the concerned 
departments, by remolding of existing enterprises two-thirds 
of the investment can be saved, 60 percent of the equipment 
and materials can be saved, the time will be much shorter and 
the results will be more obvious. The Angang No 2 Steel 
Refinery, for example, changed three 40 year old open-hearth 
furnaces into a new type of oxygen top-blown convertor open- 
hearth furnaces, increasing steel production by 55 tons in 
one year. This is the equivalent of building a new refinery, 
but the investment was only one-twentieth that of new con- 
struction. Another example is oil refineries. In the past 
few years a great amount of time has been given over to 
carrying out technological remolding, increasing the crude 
processing capability by 10 million tons, and at only one- 
fourth the cost of new construction. Moreover, the results 
were mostly seen within one year. 


How is it that remolding of existing enterprises is a more 
effective investment than constructing new enterprises? The 
main reasons are as follows: First, remolding existing 
enterprises maka use of extant buildings, structures and 
public installations. According to the different uses of 
various fixed assets in production, we normally consider 
buildings and stru:tures to be negative parts of the fixed 
assets and consider the machinery and equipment to be positive 
parts of the fixed assets. The remolding of the existing 
enterprises not only can save on investing, but moreover 
Caus®s a proportional increase in the positive parts of the 
fixed assets and improves the technological components of the 
investments. Second, new construction frequently requires the 
buildings of temporary installations, while remolding existing 
enterprises eliminates or reduces such expenditures. Remoldinz 
existing enterprises also makes use of existing roads, rail- 
roads and transportation facilities, thus saving investments. 
Third, construction of new enterprises usually requires freat 
amounts of additional labor forces, while remolding can 
utilize the labor forces of the existing enterprise and neither 
increases nor decreases the labor forces. Fourth, reconstruc- 
tion utilizes the technological strengths of the existing 
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enterprise and in terms of training technological cadres, 
Management cadres and the production workers, it is cheaper 
and more effective than new construction. Generally speaking, 
in projects to add similar production capability, remolding 
not only goes into production earlier than new construction, 
moreover it also reaches the planned production capability 
sooner. In addition, reconstruction also uses the original 
site and thus reduces land occupation. Most of all, in recon- 
struction of existing enterprises there is better considera- 
tion of the situation in raw materials and in market needs 
and consideration of the demands for balanced enterprise pro- 
duction. 


Before Liberation, China had a semi-feudal, semi-colonial 
society, the economy was extremely backwards, industry was 
not very developed, and the Overall arrangements in the 
production forces were not at all rational. In the period 
since the fuunding of the state basic construction concen- 
trated on building new enterprises, and this was entirely 
necessary. During the "First Five Year Plan" we took 156 

items as the center and established 674 items of new con- 
struction and expanded construction, which laid the foundation 
in the direction of industrial modernization. It is worth- 
while to point out that even at that time we did not neglect 
the remolding of existing enterprises. Many of the 156 items 
concerned remolding and expansion projects at the Angang Steel 
Works. After 30 years of construction we now have already 
established a rather secure material base, the overall 
arranzements are more rational and include several hundred 
thousand industrial and mining enterprises. In 1957 our 
industrial enterprises totaled 170,000 and by 1978 this had 
increased to 350,000. The great majority of production depart- 
ments all had a fixed number of enterprises, and a portion of 
these were started with relatively advanced modern technology. 
In 1978 our fixed assets were 20 times greater than in 1952 
and eight times greater than in 1957. We now have more 
machine tools than both Japan and West Germany. ‘ie long ago 
had the need to place more emphasis on remolding of the 
existing enterprises and gradually focus our investments in 
this direction. However, we were unable to do this in time. 
During the 70s, of the total investment in basic construction 
the ratio of new construction has consistently stood at over 
50 percent, and tended even higher during one period. We have 
a tendency to become involved with carrying out new construc- 
tion ani then on its completion make no effort to develop the 
capabilities of the production forces, but rather become in- 
volved with some other new construction. There are those who 
criticize such acts with the sayinz regarding a blind bear 
breaking off corncobs, keeping one and throwing the next away. 
Such criticism is not without reason. Therefore, at present 
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we have both the conditions for and the need to remold the 
existing enterprises to accelerate economic development. In 
the second plenum of the Fifth Congress Comrade Hua Guofeng 
said, “In implementing the four modernizations we must of 
course build a number of necessary new enterprises, but in 
the main we will depend on major effort to tap the potential, 
renovate and remold the existing enterprises to gradually make 
them draw near or reach modern standards. There can be no 
wavering in this task." This is a scientific conclusion 
entirely in accord with present conditions. 


The direction investment takes must focus on a change from 
emphasis on new construction to an emphasis on remolding of 
existing construction. There also are many enterprises with 
outdated equipment and backward technology which urgently 
need remolding. Because of the many years of neglect of re- 
molding existing enterprises, many of our plants and factories 
have low levels of intact equipment, the buildings have long 
gone unrepaired so that there are many difficulties in both 
production and in the staff and workers’ livelihood. For ex- 
ample, the light textiles enterprises have made great contri- 
butions to the state, but the investments were not made in 

the brigade so the old equipment and buildings went without 
renovation and remolding for a long time. According to an 
investigation, in the Shanghai Bureau of Light Industries 
system, of all types of equipment, 40 percent is old equip- 
ment dating from the 30s and 40s while 50 percent dates from 
the 50s. Since Liberation the Chongqing woolen mills have pro- 
duced great wealth for the state, but because of meager in- 
vestment the equipment is now so backward that they still use 
the old style of moving spindles and wooden looms and about 
half the mill's rooms are unsafe, endangering production and 
the workers’ safety. It can also be seen that the newly built 
enterprises soing into production in the past few years for 
the most part still have not yet reached their full potential 
and still require further remolding. If we do not emphasize 
the remolding of the existing enterprises it will be difficult 
to give full vent to their usefulness. 





The use of advanced technology to remold the existing enter- 
prises is actually a question of continually raising the 
level of technology in the transition to modernization. In any 
period there are few comparisons between newly built enter- ~ 
prises and existing enterprises, therefore only the remolding 
of existing enterprises to utilize them fully will accelerate 
economic development and the process of modernization. At 
present the level of technology in most of our enterprises is 
very low and the advance toward modernization cannot but em- 
phasize even more the remolding of existing enterprises. Even 
economically advanced nations place great emphasis on 


35 








renovating existing enterprises. Many modern American auto- 
mobile factories have been rebuilt on the foundations of 1920s 
Plants. Light industry in post-war Japan was primarily develop- 
ed by remolding the former plants. Some early 20th century 
Plants were rebuilt into modern factories. 


In the past we always equated expanded reproduction with 
capital construction and equated capital construction with new 
construction in the t tief that carrying out expansion of re- 
production could only depend on capital construction and that 
capital construction referred only to new construction. This 
view is one-sided. In truth, capital construction is a major 
path toward expanded reproduction, but besides this, complete 
utilization of existing equipment, raw materials and produc- 
tion forces can also carry out expanded reproduction. At the 
same time, capital construction refers to the renewal and 
expansion of fixed assets so this therefore includes not only 
new construction but also includes remolding and extension of 
construction. There is no theoretical foundation for complete- 
ly excluding remolding of existing enterprises from the scope 
of capital construction and in practise is harmful. 


Some comrades worry that investing mainly in the remolding of 
existing enterprises will have negative effects upon expanded 
reproduction, but such worries are unnecessary. Emphasis on 
the remolding of existing enterprises does not mean there will 
be no new enterprise construction. Both need and potential 
dictate that in the future with the continual appearance of 
technological developments and new industrial departments 
there must be construction of new enterprises. However, at 
present, except for the use of capital construction invest- 
ment to complete necessary construction projects, basically no 
new projects chould be started, but rather there should be 
emphasis on remolding of existing enterprises. Operating in 
this fashion will benefit the correct handling of the relation- 
ship between simple reproduction and expanded reproduction. 
The Marxist theory of reproduction tells us that simple re- 
production is the foundation of expanded reproduction. Ex- 
panded reproduction must be carried out under the premise of 
protecting simple reproduction. If we are unconcerned about 
simple reproduction and blindly carry out expanded reproduc- 
tion the results will be to damage the former and make 
difficult the smooth progress of the latter. The remolding of 
existing enterprises has potential for protecting the extant 
Simple reproduction and then carrying out expanded reproduc- 
tion from this basis. Therefore investing primarily in remold- 
ing existing enterprises right now will be beneficial to the 
future of expanded reproduction. 
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There also are some comrades who worry that investing primar- 
ily in remolding of existing enterprises will not be benefic- 
ial for the importation of advanced technolory, and this also 
is an unnecessary concern. The importation of advanced tech- 
nology will necessarily require the construction of a few new 
enterprises, but of major concern is the linking of new con- 
struction with the remolding of existing enterprises. From 
now on we will not emphasize the importation of complete pack- 
ages of foreign advanced technology, but rather import urgent- 
ly needed key equipment and technology patents to carry out 
remolding of one or several plants to spur on an industry or 
an area, thus bringing about accelerated modernization of old 
enterprises. Experience in a number of enterprises shows that 
the linking of advanced technology with the remolding of old 
plants requires less investment, produces quicker results and 
is a feasible method. 


Still other comrades worry that investing primarily in remold- 
ing of existing enterprises will not be advantageous in ad- 
justing the present unreasonable ratio of economic relation- 
ships. Such worries are also without foundation. There are 
many reasons for the creation of the present unreasonable 
ratios (this refers to the imbalances between agriculture, 
light industry and heavy industry, between accumulation and 
consumption, the excessive magnitude of capital construction 
and the imbalance between “bones” and “flesh” and so on) and 
among them are a long period of excessively heavy emphasis on 
new construction and neglect of remolding existing enterprises. 
In the past there was heavy investment in many new construction 
projects, but for a long time they were neglected and remained 
uncompleted or when completed could not be put into operation. 
If such events are not allowed to happen and there is somewhat 
more investment in remolding existing enterprises the ratio 
of economic relationships will be much more reasonable. Puting 
the remolding of existing enterprises in its rightful place 
not only benefits the correct handling of the relationship 
between new construction and remolding existing construction, 
but also is beneficial in shortening the overlong battlefront 
of capital construction, is beneficial in correctly handling 
the ratio of other economic relationships, and accelerates 
the process of adjusting the economic structure. 


The change in capital construction investment from an emphasis 
on new construction to one on remolding existing enterprises 
is a significant change in investment policy. We must fully 
realize the great significance of this measure and must make 
the necessary and appropriate arrangements in our planning 
work, “systems of rules and regulations, management and the 
like. In order to promote this change in investment policy 
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there must be planned, step-by-step implementation of reforms 
in the economic management system. During the remolding of 
existing enterprises there must also be a strengthening of 
economic management and operations strictly according to ob- 


jective economic laws, as only these will obtain effective 
results. 


11 582 
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CAPITAL CONSTRUCTION 


"JINGJI GUANLI' COMMENTS ON OLD FACTORIES AND CAPITAL CONSTRUCTION 


HKO70910 Beijing JINGJI GUANLI [ECONOMIC MANAGEMENT] in Chinese, No ll, 
25 Nov 79 pp 5-8 HK 


[Article by Ming Jin [2494 0093]: "How To Do a Good Job of Renovating and 
Transforming Old Factories and the Capital Construction of New items"-- 
passages within slantlines denote boldface print] 


[Text] During the 3 decades since the founding of the People's Republic, a 
lot of work has really been done and great success has been achieved in the 
capital construction front. But many problems still exist in the economic 
system of capital construction which must be solved one by one. The economic 
systems concerning capital construction must also be restructured one by one. 
To carry out the restructuring of the economic system of capital construction, 
the characteristics of the capital construction system and the problems which 
have long remained unresolved both in theory and practice must be studied. 


How can the whole nation's capital construction work be managed well? People 
are longing for a timely summing up of the entire experience. One example is 
to determine rationally the scale and direction of investment of the national 
capital construction on the basis of the social needs imputed from planned 
equilibrium, of the principle of the productive forces’ rational distribution, 
of scientific technology policies and of the country's financial, material 

and human resources. This is a macroeconomic issue. Another example is to 
specify and reexamine the economic scale and product pian of each construc- 
tion item, proceeding from the national economy's actual level of performance, 
as well as to do well in the whole set of capital construction work of 
prospecting, experimenting, designing, work implementation and preparation 

for production according to the requirements of objective economic and 

natural laws, so as to achieve the best effect for investment and expand the 
productive capacity in a down-to-earth manner. This is a microeconomic 

issue. Issues in the macroeconomic aspect and those in the microeconomic 
aspect are actually complementary. Since a comprehensive summing up of 
practical experience has been lacking for 3 decades, it has therefore been 
difficult to improve the current capital construction work very satisfactorily. 
This article is only intended for some probes into how to do a good job of 
renovating and transforming old factories and the capital construction of new 
items. 
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/1. On Renovating and Transforming Old Factories/ 


For a long time the renovation and transformation of our country's old 
factories have not been carried out in a planned manner and have not been 
really given great attention, while new items of capital construction have 
been becoming more and more numerous, burdens of projects under construction 
heavier and heavier, construction cycles longer and longer and the returns 
to investment worse and worse. There are 350,000 industrial enterprises 

in the whole country, among which several thousand large- and medium-sized 
ones represent the mainstay of the industrial economy. What are their 
present conditions? Some comrades have visited Anshan, Benxi and the places 
in their vicinity; they say the old factories have long been in a state of 
disrepair and constitute a horrifying sight. Some comrades have visited 
places such as Shanghai and Tianjin and say old equipment is operating 
inside dangerous buildings. Some comrades comment that for many large- and 
medium-sized mainstay enterprises not only is expanded reproduction difficult 
but even the maintenance of simple reproduction is not easy. During our 

lst 5-Year Plan, with 156 items as the core ones we accomplished 674 new- 
construction and expanded-construction items and set the preliminary founda- 
tion for our advance toward industrial modernization. However, tuese few 
hundred items today have become more-than-20-year-old factories. Some 
production equipment subject to strong corrosion usuzily neeas constant 
emergency repairs. Even ordinary production equipment has «lso long become 
outdated; it either has a backward technological production process or a 
backward processing technology. It should be said that if adequate importance 
is attached to the renovation and transformation of old factories, then 
technically we have the ability to renovate and transform them completely. 


As for this matter, the experience of the Western bourgeoisie in renovating 
and transforming old factories provides useful reference for us. Not long 
ago we visited one of the American Ford Motor Company's plants. It was built 

in the 1920's and its equipment has been renewed several times. At present 

the production processes of iron-smelting, steel-smelting, blooming, rolling 

and even the assembly of the body and the whole car are computerized; the 

environment preservation is also basically up to standard. The several 

large steel mills of U.S. Steel in Pittsburgh have also been very well 

renovated and transformed. Within the industrial enterprises the capitalists 

know they must safeguard, replenish and develop the productive forces for 

their own benefits. Japan's factories also pay great attention to renovation 

and transformation. Capitalists know that to renovate and transform old 

factories will bring more benefits than constructing new items from the start. 

The reason they pay great attention to renovating and transforming old 

factories is to facilitate simple reproduction as well as expanded reproduction. 


We must conscientiously sum up our country's construction experience, both 
positive and negative, and deeply understand that doing well in renovating 
and transforming existing factories is an important matter of facilitating 
the use of existing productive forces as the base for advancing toward the 
four modernizations. 
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{HKO70912] It is a very important issue well deserving attention to assign 
different priorities to the country's 350,900 industrial enterprises, especial- 
ly the several thousand large- and medium-sized mainstay enterprises and to 
give priority to urgently needed renovations and modifications in capital 
construction, so that we can really use modern technology to equip the 
existing enterprises and turn them into bases from which to advance toward 
the four modernizations. Concurrent with this, it is necessary to help 
resolve those long-existing weak links, to make filling up the gaps and 
linking up the parts to form a whole become part of capital construction 
planning. These are very necessary for bringing the productive capabilities 
in t’m existing enterprises into play, expanding the variety, raising quality, 
reducing consumption and readjusting our industries in a down-to-earth manner. 





in the past, many comrades were accustomed to focusing their attention on 
“going ahead" with new construction items, thinking that this is all about 
capital construction. They disregarded the nation's human, material and 
financial resources as well as subjective and objective conditions, being 
preoccupied with “getting going and going all out," and insisting on "going 
ahead" even when unable to create conditions for doing so. There are still 
some other comrades who obstinately draw a clear-cut line between capital 
construction and the major repair, technological innovation and partial 
renovation of equipment, not allowing old factories to expand their produc- 
tive capacity reasonably. It should be said that all expansion in reproduc- 
tion is capital construction. The stress of the current capital construction 
should be the tapping of potentials, innovation and transformation of existing 
factories. 


/II. On the Capital Construction of New Items/ 


What should be done about newly constructed items? During these 30 years there 
has been a lot of experience and lessons that deserve conscientious summing 
up. Here are several points of view that may provide reference for summing 

up these 30 years of capital construction experience. 


1. The choice of factory site is essentially the realization of the indus- 
trial productive forces distribution. It must be done well. 


The choice of factory location is closely related to the rational distribu- 
tion of productive forces. With the rational distribution as the pre- 
requisite, the choice of the factory site can then be done well. Our 
country is so big, but the economic regional planning has not been con- 
scientiously studied and done well, and there is no general idea of what 
sort of factories to be built in which region. Consequently, the choice 

of factory location lacks the most fundamental basis, and often there has 
been a high degree of blindness. As an example, take Shanxi Province where 
there is so much coal. Not only is it necessary to arrange the various 
links of prospecting, building shafts, tunneling, mining, transportation 
and comprehensive utilization in a planned way, but the province's economic 
structure also needs rational planning. This will make it necessary to 
proceed from doing well in economic regional planning and from its special 
features, and to determine which industries should be developed and which 
should not as well as which factories should be built and which should not, 
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so that Shanxi's economic development can fully exploit the advantageous 
condition of having an abundance of coal and bring this advantage into play. 
This sort of rational productive forces distribution and economic regional 
planning is the leading prerequisite for choosing factory locations. 


When the rational productive forces distribution and regional planning are 
accomplished there must also be a rational process and basis of actually 
choosing the factory location. In the past before a factory was built it 
was usual to go everywhere to choose the factory site just like "practicing 
geomancy." Of course, it was difficult to make a scientifically-based 
decision. Sometimes the investigation and study of the objective conditions 
of the surroundings was inzdequate and the consideration was not rigorous, 
so that errors existed in the choice of factory site. This resulted in 
losses. For example, some large petrochemical factories had their first- 
phase construction work done on an unfavorable site and achieved very great 
success through efforts, but when they wanted to do the second-phase con- 
struction work and complete-set items, which had the same scale as the 
first-phase project, then they had to really consider from the physical- 
geographical point of view the second water-source problem and the problem 
of the surrounding farmland's competition for the use of water and even the 
problem of the resources’ comprehensive equilibrium. If these problems are 
not carefully considered, the choice of factory location will be erroneous 
and bring about huge losses. 


{HKO70914] 2. City planning is very important and must be done well. 


During the lst 5-Year Plan, since we lacked experience in city planning, the 
error of formalism existed in our work. The work of city planning was 

later slackened. Nowadays in many countries city planning is grasped firmly. 
Big cities and satellite towns are well linked and connected, and mediun- 
sized and small towns are better planned. They are well harmonized with 

the surrounding countryside's environment, so that industry and agriculture 
are combined, production facilitated, living convenient, the views beautiful 
and the environment comfortable. They have gradually transformed old 
industrial districts and old towns over time, which means preservation of 
the existing productive forces, the existing social economy and the environ- 
ment. It is worthwhile, whether one computes partial or overall costs and 
benefits. What the capitalist countries can achieve, we should be more 
capable of achieving. Their accumulated experience should be "adopted" 

for our own use. 


3. In the process of implementing the capital construction plan the plan 
should be examined and readjusted as soon as problems arise. 


The general managers of several big U.S. firms told us that correct planning 
should include the setting of a correct aim, the drawing up of plans to 
achieve the aim, frequent examination of the plans’ correctness in the 
process of implementing them, and timely readjustments of the plans or the 
adoption of effective measures to overcome their deficiencies. Here they 
were talking mainly about production and marketing plans. In reality, in 
the same economic domain, despite the division of labor between production 
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and construction, not only shewld these be applicable to production but also 
to construction when we consider the organic relationship between the formu- 
lation, implementation, examination and readjustment of a plan. 


For a long time, our country's capital construction front has become more 
and more extensive. Items within and outside the plans have been competing 
against each other for investment funds, equipment, materials and anything 
useful to themselves. In the past few years the scale of projects under 
construction has been too large. It is a question how long they will take 
to be completed. In addition, there currently exist the so-called “theory 
that projects that have grown moss are legitimate" and the so-called "theory 
of completely dispensing with coordination." According to surveying and 
computation, in the past 3 decades, the capital construction investment plus 
what is spent on “large-scale requirements" by items outside the plans and 
by those localities and enterprises which have raised their own funds have 
been boosted several times to an extent exceeding the reasona’ ie burden 
borne by the fiscal expenditures. Such capital construction plans invariably 
exceed the capabilities of the state's financial, material and human 
resources, exceed the rational proportionate relations between accumulation 
and consumption spending, and seriously affect the national economy's 
overall equilibrium. Readjusting, restructuring, rectifying and improving 
are the guiding principles within the party central's policy. The main 
substance of readjusting is to have production take precedence over capital 
construction. Now it may be predicted that what has been said cannot easily 
be achieved. If the scale of capital construction is not reduced then produc- 
tion cannot be easily readjusted well. Leading cadres at various levels who 
execute our state's capital construction plans should all bear the responsi- 
bility for implementing the party central's policy. 


4. The core of project and industrial design should be the selection of the 
production technological process and the selection of production equipment. 
The secondary things are the planning of industrial districts, the design of 
communal projects and factory buildings. 


Some years ago in the design of large and medium-sized enterprises the state's 
comprehensive examination and verification was neglected. In the design of 
small enterprises, the study of the line and policy concerning technology 

was also neglected. From written articles it could be seen that the 
so-called “design revolution" was mainly a reduction in the construction quota 
of factory and residential buildings as well as an amendment of certain not 
very rational aspects of construction designs. It is worth analyzing and 
studying whether it had grasped the heart of the problem. 


That capital construction must be carried out according to procedures is 

aimed at achieving something fruitful at every step, doing things in a 
steadfast way, having a scientific bacis and doing things rigorously and 
carefully according to scientific laws. It is worthwhile to study whether 
the so-called “policy of three-simultaneovsly" of "simultaneously prospecting, 
simultaneously designing, simultaneously carrying out construction,” which 
stirred up quite a bit of excitement some years 1go, had matured enough to 
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be implemented in full scale. Making designs before the available informa- 
tion is adequate is no different from “making casual hypotheses without 
needing to find supporting proof." Construction work was started even 
before the project site's geology was well understood, so that it might 
have been some accidental coincidence if, for tall buildings and heavy 
structures and equipment, problems like slanting and sinking would not occur 
when the foundation was not built on layers of rock. 


{HKO70916] More cases of the “three-in-one combination" mode of doing design 
work should be taken as study examples so as to analyze the experience and 
lessons from their successes and failures. Blind direction is inevitable 

if one who knows nothing about project design work and has not undergone a 
process of arduous study is in charge of the project design work. This 

is a completely different matter from asking for opinions from the masses 

on the design plans to a certain extent and strictly adhering to the mass 
line. In design work, democracy in technology should be upheld, and the 
leading cadres should correctly implement the policies, do the organizing 
work wel] and give support to the technical staff in designing. At the same 
time, they must earnestly learn the business, go from a state of ignorance 

to one of knowledge and get to know more and more, so that they may be 
competent. Project design personnel should insist on a scientific attitude, 
analyze data and information conscientiously and cooly, put forward the best 
feasible design plans and rigorously and conscientiously organize professional 
as well as comprehensive self~scrutiny and cross-scrutiny. Old workers who 
really have technical skills and experience can work in coordination with 
technical staff with a certain standard to take up a certain amount of 
responsibility in designing tasks and examinations and verifications. It 
should be admitted that without rigorous scientific surveying and computa- 
tion it is difficult to determine what is right and wrong in designing work. 
When problems arise from "three-in-one combination" designs of one sort or 
another, who is going to bear the responsibility? There are gigantic items 

of one sort or another, which are incomplete in design, which have no budgetary 
estimates, whose microaspects are confused and macroaspects are ambiguous, and 
which are hastily decided upon. Thus, what is the extent of their feasi- 
bility? What are the effects on the entire national economy? The comments 

of the masses are worth paying great attention to. 


5. Doing a good job of the economic accounting and management of construction 
enterprises is a very practical issue. 


Several years ago in the area of capital construction the system of contract- 
ing and subcontracting was abolished and the first, second, third and fourth 
parties were united together. What has actually been the result? What 
experience and lessons have been learned in the economic-accounting aspect? 
In the past the first, second, third and fourth parties argued quite a bit 
back and forth. After abolishing the contracting and subcontracting system, 
those in the administrative and leading agencies are happier to hear less 
clamor. However, the construction units and units implementing construction 
work, does this mean a move forward or backward in accomplishing the movement 
toward building enterprises? Is it better to have things remain stagnant and 
spoil or to do things according to objective economic laws? Complaining about 
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the trouble of economic contracts, just like complaining that economic legis- 
lation is less convenient than “giving approval on a brief informal note,” 

is a reflection of the thinking habits of earlier historical stages of 
capitalism. 


At present the targets for construction materials have all been allocated 

on the basis of first-party channels. Since the first party is responsible 
for placing orders, when various materials do not meet specifications, the 
stock of reserves will be huge and plans cannot be made. The enterprises 
which implement the construction work cannot even obtain the necessary means 
of production, and it is difficult for them to have initiative or enthusiasm. 
In foreign countries construction enterprises undertake both the construction 
work and the making available of materiels and their stocks are smali. Their 
construction industries have become a mcinstay of their industrial economies. 
In many cases, from prospecting, designing to the implementation of con- 
struction work, there are both professional specialization and coordinated 
operations, while management is modernized and in the style of large enter- 
prises. If the enterprises implementing construction work are to be 
modernized, there must be modern technology and modern machinery and equipment. 
There must also be modernized management based on modernized organization, 
methods, systems and technology. Our country is now beginning to pay 
attention to the scientific and democratic management of industrial enter- 
prises and is beginning to demand modernization. This is a good start. But 
there has still been little discussion on the question of scientific manage- 
ment and democratic management of construction enterprises and little 
discussion about how to modernize construction enterprises and make them 
become large enterprises. We maintain that the backward side having been 
observed and the questions having been raised, it is somehow possible to 
discover good experiences which can be spread as well as efficacious 

theories and methods. 


From experimentation, research, prospecting, designing to actual work 
implementation, capital construction is a complete material-production sector 
as well as a socialist commodity-production sector. It should also produce 
high-quality final products with a high efficiency and in larger quantities. 
The current restructuring of the economic system is aimed at doing things 
according to objective economic laws. The same should be the case with the 
restructuring of the capit*l construction economic system. 


CSO: 4006 


45 











CAPITAL CONSTRUCTION 


BRIEFS 


ZHEJIANG BUILDING ENTERPRISES--Zhejiang's 15 state-owned building and 
installation enterprises last year completed 150 million yuan worth of 

work and built 947,000 square meters of living quarters, topping that in 
1978 by 7 and 16 percent, respectively. Im the same year, these enterprises 
constructed school buildings totaling 60,000 square meters in floor space 


for more than 10 colleges in Zhejiang. [0W261309 Hangzhou Zhejiang Provincial 
Service in Mandarin 1100 GMT 25 Jan 80 OW] 
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DOMESTIC TRADE 


BEIJING STEPS UP SCRUTINY OF COMMODITY PRICES 
Beijing BEIJING RIBAO in Chinese 10 Nov 79 p 1 
[Article: “Large-Scale Investigation Launched Against Market Prices") 


[Text] In accordance with the spirit of the State Council notice regarding 
development of investigations of market prices, the Beijing it.vestiga- 

tion team, organized from representatives of all spheres, began on 10 Noven- 
ber to carry out a large-scale investigation of prices in the capital market. 


Among those participating in the investigation team are municipal and pre- 
fectural representatives to the People's Congress, members of the revolu- 
tionary committee, and members of the political consultative conference, 
as well as representatives of trade unions, youth, and women's mass organ-~ 
izations and concerned departments, all totaling more than 300 perscns. 
The investigation team is headed by municipal party secretary and municipal 
revolutionary committee vice chairman Wang Chun [3769 4783], and Guo 
Xianrui [6753 3759 3843], Lu Yu [7120 4416], Peng Siming [1756 1835 2494], 
Peng Cheng [1756 1004], Yuan Jinxiu [5913 2516 0208], Sun Fuling [1327 
1318 0407], Mo Yichang [5459 5669 2490], Zhang Binggui [1728 4426 6311], 
Luo Lin [5012 2651], Tian Hanting [1131 3352 3060], Zou Ruilu [6760 3843 
6922], Song Shunying [1345 5293 5391], and Liu Ping [0491 1627] are deputy 
team leaders. 


Since the middle of October, concerned units in Beijing have assigned more 
than 2,200 persons to investigate market commodity prices and standard 
fees, and have achieved a certain success. The large-scale commodity 
price investigation beginning today is being carried on with a foundation 
laid down in the previous period, and the various districts and neighbor- 
hoods have also assigned more than 3,000 persons to take part in the 
investigation. 


On 9 November the Beijing party committee and revolutionary committee held 
a conference of members of the investigation team, where representatives 
studied the latest notice issued by the State Council regarding the develop- 
ment of commodity price investigations and heard a report by a responsible 
comrade of the municipal commodity price bureau concerning adjustment 
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of the prices of eight subsidiary foodstuffs and the circumstances of the 
price investigation in the previous period. Comrades from the national 
general commodity price bureau and the All-China Federation of Trade Unions 
also participated in the conference. Comrade Wang Chun spoke at the 
conference. He asked representatives of all spheres to investigate the 
commodity price policies employed by all enterprises earnestly and consci- 
entiously, in accordance with the spirit of service to the party and the 
masses. They should investigate the circumstances of implementation after 
the increase of prices of eight principal subsidiary foods, and they should 
also investigate the prices of other commodities and the fee standards 

for various services. They should start from a concern for the life of 

the masses and collect data on food prices in dining halls of mines, enter- 
prises, agencies, and schools, and prevent the inappropriate increase of 
food prices. The fees collected for baths, haircuts, child care, etc., 

in the various units also come within the sphere of this investigation. 
Units being investigated should provide an enthusiastic reception and 
should listen with open minds to the opinions, criticisms, and suggestions 
of the remresentatives, and immediately correct problems discovered through 
the investigation. All commercial and industrial enterprises must strengthen 
pricing work, make price investigation a regular and systematic thing, 

and put the results of the investigation on record, making them one of the 
items of the year-end appraisal. 


The commodity price investigation team composed of representatives from 
all spheres was divided into eight sub-teams to carry out on-the-spot 
investigation in eight separate districts and neighborhoods of the city. 
Through the investigation they will encourage all industrial and commercial 
enterprises to improve management, implement good commodity price policies, 
set up good market supply, and serve the lives of the people better, as 

a service to the Four Modernizations. 
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DOMESTIC TRADE 


REVOLUTIONARY COMMITTEE ACTS AGAINST PRICING VIOLATIONS 
Guangzhou NANFANG RIBAO in Chinese 27 Oct 79 p 1 
[Article: "Guangdong Province Adopts Measures to Strengthen Price Controls"] 


[Text] More than 2 months of large-scale investigation and reorganiza- 
tion have already begun to have some initial effect on commodity market 
prices in our city and province. To carry the commodity price work for- 
ward, the provincial revolutionary committee issued several notices on 
24 October, making arrangements for the development of the commodity 
price investigation and reorganization work and requiring all areas to 
define the key points of the investigation, pay close attention to the 
readjustment, and strengthen supervision of the masses. 


Since August, all areas of the province have thoroughly carried out the 
provincial revolutionary committee's “Urgent Notice Regarding an Investi- 
gation of Commodity Market Prices and Strict Prohibition Against Arbi- 
trarily Raising Selling Prices or Covertly Inflating Prices," which was 
issued on 27 July, and have universally developed investigations of com- 
modity prices. Judging by circumstances revealed by initial investiga- 
tions in various areas, there really are many cases of arbitrary price 
raising, covert inflation of prices, conversion of commodities purchased 
at list price to sale at negotiated prices in pursuit of profit, raising 
fees on their own, collecting more, making demands, etc. This creates 
an additional burden for producers and consumers, and makes a very bad 
impression on the masses. 


Some county and city leaders conscientiously study the problems that are 

revealed by investigation, and on the basis of party commodity price 

regulations and pertinent instructions from higher levels, they discriminate 

between different circumstances, investigate and reform simultaneously, ‘ 
and resolutely dispose of the problems. In Jiangmen and Shenchuan munic- 

ipalities, management departments raised prices of the masses’ foodstuffs 

without getting permission of the department responsible for commodity 

prices, increasing prices of pancake and light breakfast items by 2-5 

cents each, but after this was revealed by investigation, all prices were 
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lowered to original levels. The head office of the Decheng cooperative 

in Deqing County raised without authorization the coupon and money prices 
for flour, so that from April through August 1979, they coliected an extra 
5,125 jin worth of coupons and an additional 2,050 yuan in cash. After 
investigation revealed this, the county planning committee and finance 
office issued a joint criticism, confiscated the illegally collected coupons 
and cash, and divided it among the local foodstuffs and finance depart- 
ments. In April and May 1979 the Fogang County Fruit and Vegetable Com- 
pany bought more than 3,400 jin of seafood from local people at fixed price 
and sold more than 95 percent of it at negotiated price, realizing an 
illegal profit of more than 2,900 yuan. After this was discovered through 
investigation, it was all turned over to the county finance department. 

The Qionghai health bureau raised fees for some treatment without authoriza- 
tion, the Shenchuan municipal motion picture control station raised ticket 
prices at two theaters, and there was an arbitrary increase in miscellaneous 
fees at the Jiangmen elementary and middle schools, all of which were 
corrected after being discovered through investigation. 


However, there are still problems about the investigations in many areas 
which have not been dealt with yet. The leadership of many units mis- 
takenly assume that operating according to economic law means raising 
prices, or getting more bonus or profit for their own unit, without regard 
for the party's commodity price policies; in individual areas there is 
even a good de2il of censure of personnel who carry out policy or maintain 
principle in commodity pricing, so that even though market prices are 
investigated, there is no good solution for the problem, and the party's 
price policies are retarded. 


To stop the unhealthy trend toward arbitrary price rises and covert infla- 
tion, the provincial revolutionary committee repeatedly issued notices, 
each one advancing the development of the investigations of market prices 
and their readjustment. The notices point out that the investigation and 
readjustment of market prices should concentrate on the key points of 
selling prices of the people's necessities of life and the fees charged 
for services, food and drink, etc. 


The notices emphasize that the leadership of revolutionary committees at 
all levels must personally take a hand, grasp the situation, conscientiously 
study any problems turned up by recent investigations, and deal with them 
on the basis of the different circumstances. Any prices or fees that 

have been raised arbitrarily must return to the original level, and any 

of them that must really be raised should only be increased after being 
reported and approved, in accordance with the limits of their jurisdiction. 
Covert price increases must be resolutely corrected. Illegal receipts 
resulting from violations of price policies, random demands and excess 
income will be uniformly confiscated and turned over to the finance depart- 
ment of the area. Units that willfully violate price policy, raise prices 
without authorization, and shift the responsibility to someone else, and 
which resist correction, will be investigated to determine what part of 
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the responsibility is borne by the leadership and the working level, and 
may not participate in that year's awards decisions; in serious circum- 
stances, they may be fined and suffer party discipline or punishment 
under the national laws. 


The notices reiterate that there is appropriate concentration of authority 
to approve price adjustments, and all adjustments to selling prices of 
consumer goods must, after investigation by departments controlling com- 
modity prices, in accordance with the division of control jurisdiction, 

be reported to the revolutionary committee at the same level for approval, 
so that no unit or individual may decide arbitrarily to raise the selling 
price of consumer goods on the market. 


The notices direct all municipal and county revolutionary committees to 
mobilize the people to report and expose all behavior contrary to price 
discipline, and to appoint a group of comrades who understand price policies 
and dare to uphold principle to be market price inspectors, issue creden- 
tials to them, and let them carry on investigations and supervision of 

the market at any time. Commodity price departments on all levels should 
conscientiously investigate and earnestly dispose of any material reported 
and exposed by the masses, and should strengthen their control of rural 
trade market prices. The notices also emphasized that pricing organs at 

all levels should be rapidly restored and strengthened, as well as strength- 
ening the pricing personnel of related departments and enterprises to 
strengthen commodity price control work in accordance with the needs of 

the developing situation. 
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DOMESTIC TRADE 


BRIEFS 


HEILONGJIANG TRADE FAIR--Trade fairs in Heilongjiang Province have been 
doifg a brisk business. By the end of 1979, trade fair sites had increased 
to over 350. Over 100 types of commodities are on sale at trade fairs. 
Last year the province's urban and rural trade fairs did 128 million yuan 
worth of business. [Beijing Domestic Service in Mandarin 0400 GMT 

2 Feb 80 OW] 


HEILONGJIANG TRADE UNION MEETING--The fifth Heilongjiang Provincial Trade 
Union Council held its second enlarged meeting from 23 to 27 January in 
Harbin Municipality. The meeting set the primary tasks of the trade unions 
in 1980--to take the four modernizations as the central task, conduct 
political and ideological education, mobilize the workers to deepen the 
labor emulation campaign for increasing production and practicing economy, 
strengthen democratic enterprise management, do a good job in labor protec- 
tion and contribute to complete fulfillment and overfulfillment of state 
plans and to economic readjustment in Heilongjiang. Chen Jianfei, secretary 
of the Heilongjiang Provincial CCP Committee, addressed the meeting. 
[Harbin Heilongjiang Provincial Service in Mandarin 1100 GMT 28 Jan 80 OW] 


ZHEJIANG MARKETS BRISK--Both the urban and rural markets in Zhejiang 
Province are brisk through the development of the industrial and agricul- 
tural production, and the supply of nonstaple foods has been further improved. 
By the end of November 1979, the province has overfulfilled annual targets 
for purchases, sales, transfer of goods, exports and profits. In 1979, 
the buying power of the public in the province increased by more than 

1.2 billion yuan compared with the 1978 figure. The rate of increase is 
27 percent. The sales of television sets increased by 185 percent. Now 
the commercial departments of the province are busily preparing for the 
supply of goods needed for spring festival celebrations so as to let the 
people of the province enjoy the first spring festival of the 1980's. 
[OW101349 Hangzhou Zhejiang Provincial Service in Mandarin 1100 GMT 

8 Jan 80 OW] 
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CAVEAT VENDITOR--Beginning with the new year, Shanghai has instituted a 
policy in which stores that sell transistor radios must also be responsible 
for repairing them. Over the past few years, there have been hundreds of 
thousands of transistor radios sold throughout the city every year. How- 
ever, because most stores who sold them did not also repair them, the 
maintenance and repair of the radios was concentrated in a small number of 
shops, who could not keep up with the work. The policy of “whoever sells 
them, services them" will benefit the consumer. Furthermore, those shops 
that do good repair work will be allocated more supplies, while those who 
emphasize sales and slight repair work will have their supplies reduced. 
{Shanghai JIEFANG RIBAO in Chinese 4 Jan 80 p 1] 
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FOREIGN VESSEL REPAIR SERVICE ACTIVITIES DISCUSSED 
Shanghai JIEFANG RIBAO in Chinese 28 Nov 79 p 2 


[Text] Subordinate organizations of the Shanghai Bureau of Ocean Transport 
have liberated their thoughts and broken down their fixations. They now 
utilize fully the existing conditions to earn foreign exchange for the 
state. From January to October, 2.95 million in yuan of non-trade foreign 
exchange income has been obtained. 


Affected by the extreme leftist line of Lin Biao and the "gang of four,” 
these organizations had many “strangling hang-ups" when they were asked 

to take on work for foreign vessels. Some comrades were afraid of being 
accused of putting on the hat of “providing blood transfusion and supplying 
oxygen to capitalism;" they would rather sit at home waiting for work than 
go out looking for business. When they came across a difficult and urgent 
repair job, they would just push it out of their doors. Since the beginning 
of this year, the bureau required all to liberate their thoughts and do 

a good job of ocean transportation production. The masses and basic level 
cadres were asked to open the doors wide, to utilize the existing condi- 
tions for the expansion of foreign business in order to increase foreign 
exchange income for the state. They were asked to take on foreign vessel 
repairs and manage the foreign vessel maintenance plant. Since 1970, 
foreign vessel repair work had dropped every year and many foreign vessels 
avoided repair work in the Shanghai harbor. Now, the system of salesman- 
ship has been restored. Salespersons are organized to visit the ships 

to look for job contracts. In this manner, foreign vessel repair jobs 

have continuously risen. 


In the past, the Communication and Navigation Guidance Plant did not accept 
foreign vessel repair jobs directly. Since August of this year, they have 
repaired radar, telegraphic receivers and transmitters, automatic rudders, 
ultra-short radio telephones, televisions, etc. for more than 30 vessels 

of the United States, England, India, and Greece registrations, to earn 
more than 16,000 yuan of foreign exchange income. At present, they are 
contracting with foreign merchants for expanding their processing and 
assembly work and for taking on more work of repairing navigation guidance 


equipment. 
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From January to October, the Fuel Supply Station provided 290,000 tons of 
fuel and 86,000 tons of fresh water to foreign vessels, increasing 15.1 
and 18.15 percent over the same period of the previous year, respectively. 
The foreign exchange income was 56 percent higher. The Seamen's Hospital 
has also eagerly treated sick foreign seamen; by the middle of October, 
more than 10,000 yuan in foreign exchange have been earned in this manner. 
The newly established 0il-Polluted Water Treatment Station voluntarily 
accepts work from foreign vessels for the purpose of earning as much 
foreign exchange as possible. That bureau [Shanghai Bureau of Ocean 
Transport] is now encouraging all to keep the machines running and to look 
for all sorts of ways to create more foreign exchange. 
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FOREIGN TRADE 


EDUCATION IN MARITIME LAW STRENGTHENED IN SHANGHAI 
Shanghai WEN HUI BAO in Chinese 18 Dec 79 p 1 


[Feature article by WEN HUI BAO reporter Gu Jifu [7357 4949 5706]: "“Mother- 
land, For the Sake of Your Legitimate Interests--Recounting An Interview 
with Professor Wei Wenda [7614 2429 6671], Director of the Maritime Law 
Research Laboratory of the Shanghai Marine Transport College") 


[Text] One early winter morning, the lights were still burning in a small 
house on Jianguo Road, Shanghai. At the center of a room in the house e<ood 

a rectangular table surrounded by nearly 10 chairs and stools of various sizes 
and shapes. 


An over 70-year-old gray~haired professor--his face ashen white, appearing 
tired--rested himself on a sofa near the table. Bearing some English reading 
material in hand, he frequently raised his head and took a look at the door. 


Soon the door opened. In streamed in a single file a dozen youngsters, quickly 
occupying all the chairs and stools in the room leaving the late-comers no 
choice but to seat themselves on the bed. After seeing that all the familiar 
faces were there, the old professor stood up in good spirit to start a lecture 
in fluent English. Sometimes, he took off his glasses and waved them in the 
air to emphasize his point. Sometimes, he raised some questions, guiding 

the students through a lively discussion. 


That old professor named Wei Wenda is an advanced worker of the Ministry of 
Communications and director of the Maritime Law Research Laboratory of the 
Shanghai Marine College. His poor health never prevented him from giving 
post-graduate students and young lecturers of the college lectures on mari- 
time law and guiding them through a related discussion. 


Maritime law is a code of rules that applies to commercial shipping on the 
high seas. It deals with such matters as disputes between international 
trading partners. Wei Wenda has devoted over 40 years to research in maritime 
law and its applications. 


One day, a student asked: "Professor Wei, how did you fall in love with 
maritime law?" This question reminded him of a long, painful lesson China 
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learned nearly a century ago. At that time, a ship of the China Merchant 
Steam Navigation Company was hit and sunk by a British ship on the high seas, 
a tragedy that cost the lives of several tens of Chinese crewmembers. 


This case was handled by the British Consulate, because China at that time 

had no maritime lawyers and the reactionary and decadent government of the 
Qing Dynasty was not determined to defend the Chinese people's interests. 

Aware of this fact, the foreigners literally played a dirty trick by deliber- 
ately letting the British ship escape and run away with impunity although 

they passed a public ruling holding it liable for the incident. The Chinese 
people's losses in lives and property were not compensated by the British side. 
Wei Wenda learned this lesson when he was young. When he grew up, he witnessed 
the violation of maritime law by the imperialists on the high seas and their 
oppression of China. This feeling of injustice later steeled his determin- 
ation to study maritime law, and to become a lawyer to defend the Chinese 
people's interests. 


Wei Wenda was admitted to the Dongwu College of Law at the age of 25. After 
graduation, he went to the United Kingdom where he studied maritime law. 
Following his return, he practiced law and then became a college professor. 
Following nationwide liberation, he was appointed advisor to the inspection 
office of the Shanghai Harbor Administration with the authority to handle mari- 
time cases. Since his transfer from there to the Shanghai Marine Transport 
College, he has taught maritime law and has taken an active and direct part 

in the handling of some major, difficult maritime cases involving China's 
ocean-going merchant fleet and related enterprises and units. 


For years, Wei Wenda has committed himself to defending his motherland's 
legitimate interests on the high seas under the leadership of the party. 


One day in early 1978, comrades of the Shanghai branch of the Chinese People's 
Insurance Company came to see him, bringing to his attention a frozen chicken 
case. There were 6,000 containers of frozen chicken aboard a foreign ship 

from China which were found unfrozen and decomposed upon arrival at the port 

of their destination; the insurer of the ship's cooling system promised to 
underwrite only 50 percent of liability coverage of the frozen chickens. 

After guing over the letter from the other side in reply to our side, Wei Wenda 
said angrily: “Don't you think it is an unfair judgment?" 


Later in the day, he brought the letter home and worked late into night in 

a careful aid conscientious search for legal connsels from his reference 

books so that he couid refute that unfair judgment. He took from his book- 
shelves authoritative works on international law including "Maritime 
Freights," and "Ship Rental Contracts and the Bill of Lading" published in the 
United Kingdom and “Teaching Material on Maritime Law" publishec in the 

United States. Each volume of these books is over an inch thicl:. How could 
he find the most persuasive argument from there? After moving ais typewriter 
from his house to a nearby samli pavilion, he began an intense research in 
defiance of the cold weather. Following a few days of hard work, he care- 
fully analyzed all rulings on frozen food and selected three of them as a basis 
for refuting that unfair judgment. 
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With his assistance, our side sent a letter to the other side refuting its 
judgment on this case. The other side could say no more and had no alter- 
native but to quickly send to our side a letter expressing its willingness 
to underwrite the liability in the amount of US $132,000 as insured. Wei 
Wenda had applied his knowledge on maritime law on many other occasions to 
directly defend our country's political position and economic interests. 


Any news of our maritime personnel's failure to fully apply their knowledge 
on maritime law thus causing unnecessary damage to our country in property 
would make Wei Wenda feel sad. During the days of the “great disasters,” 
resulting from the implementation of the ultra-left line by Lin Biao and 

the “gang of four," the socialist legal system was ruined, the law research 
institutes were disbanded, and the political and legal affairs colleges 

were forced to close down. Under such circumstances, law existed on paper 
only, and persons specializing in maritime law were almost eliminated. 

After the "four vermin" were eradicated, the rapid development of our ocean- 
going merchant fleet and foreign trade has given rise to an urgent desire 
for training experts in maritime law in our country. He also felt that the 
training of maritime lawyers is a heavy responsibility that he could not 
shirk. At a discussion meeting on graduate education called by the Shanghai 
Marine Transport College, he volunteered to train six post-graduate students. 


This marked the first time that he was willing to do so. Wei Wenda was de- 
lighted to meet these young comrades when they were admitted to the college 
last September. 


One day, when he was preparing a research paper for the post-graduate stu- 
dents, he suddenly felt dizzy due to rising blood pressure. The results 
from a doctor's check and an EEG test showed that he suffered from cardiac 
palpitations, but this information was withheld from him by the doctor. 


“Doctor, any problem?" asked Wei Wenda. 

"You need rest and hospitalization." 

"Rest?" 

"You have to." 

"I cannot rest, I cannot dismiss the class.” 


He later rejected a certificate qualifying his medical treatment at a hos- 

pital issued by the doctor. Soon his superior came to see him. He advised 

Wei Wenda to enter the hospital without delay after receiving a report from 

the doctor. This made him nervous, asking: "What about the graduate students?" 
Finally, he decided to open a class for them at his home. Since then, he 

has scheduled a class at his home every Saturday morning. In addition to 

the graduate students, the class was also attended by young lecturers of 

the Shanghai Marine Transport College. As soon as this news spread, comrades 
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fro the Huadong Political and Legal Affairs College and the Shanghai Muni- 
cipal High People’s Court had also flocked to his home to listen to his 
lectures. 


Une day, Wei Wenda drew at random from his bookshelf two books on maritime 
law published in the United Kingdom and the United States respectively. He 
then asked hiaself: “why were there no books of our own that systematically 
record our long history of navigation and foreign trade? He thought that 
there should be such books of our own. As an old man, he promised to devote 
the rest of his life to compiling and writing books on maritime law so that 
more people could understand it. Recently, his seven proposed book titles 
have been included in the 8-year national law research development plan. 


Last July, the weather in Shanghai was very hot and muggy. One night, Wei 
Wenda resumed reading immediately after supper. ‘dis grand daughter-in-law 
came in to take off his glasses, reminding him that to resume reading immed- 
iately after supper was not a healthy habit. After heeding this advice for 

a few minutes, he resumed his writing again for a book entitled "International 
Maritime Freight Service." 


"It is midnight, time to turn in, resume your writing tomorrow," advised his 
wife who serves as his clerk. At her urging, he lay down in bed for a while 
and then quietly rose again to continue his writing as soon as she fell 
sound asleep. 


When he was annoyed by droning mosquitos, he used burning incense to drive 
them away; when he became thirsty, he drank cold water prepared for him 
earlier in the day. 


Last March, Wei Wenda was in Beijing attending a national law research plan- 
ning conference. 


One quiet midnight, the lights were still burning in his fourth floor roon 
of the State Council Guest House, where he still worked on a speech he wanted 
to deliver the following day. 


That night, he promised his assistant to go to beo early after bidding fare- 
well to two correspondents who came to interview him after 10 pm. 


But he went back on his word after finding out that his speech prepared for 
delivery at a meeting with the maritime delegation of the Ministry of Com- 
munications scheduled for the following day needed expansion. When he con- 
centrated on writing again, his assistant came in, and took away his glasses 
so that he would have no choice but to go back to bed. This strategy was 
worked out and is regarded by his wife as the most effective weapon to force 
him to sleep early. This time, he outwitted his wife by bringing with him 

a spare pair of glasses. During the month-long meeting, Wei Wenda spent 

day and night writing essays, special articles and speeches totalling 70,000 
to 80,000 words. During the past 2 years, he has been preoccupied with a 
great deal of work. His main duty was to plan research work, provide guidance 
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for young lecturers, and train graduate students. As the director of the 
Shanghai Municipal Councils of navigation, law and the China Insurance Asso- 
ciation, he must attend their meetings. He also has to meet foreign guests. 
Wei Wenda always studied and worked hard in defiance of nasty weather and 

in disregard of his poor health. While resting and recuperating from his 
poor health at the Beidaihe medical center, he spent every night in the office 
of the medical personnel so that he could avoid disturbing other putients. 
During the past several months, withthe help of his wife, children, and 
assistants, he has completed the writing of nearly 400,000 words, part of 
which had been published in “Ocean-Going Freighter" and other journals. Like 
a tireless old horse, he never stops running and serving his motherland's 
interests on the high seas. 


Photo Caption by WEN HUI BAO reporter Zhou Xuezhong (0719 1331 1813): Ailing 
Professor Wei Wenda Lectures his students on maritime law at his home against 


the doctor's wishes. q 
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FOREIGN TRADE 


CUSTOMS REGULATIONS, SALE OF IMPORTED ARTICLES DISCUSSED 
Shanghai WEN HUI BAO in Chinese 3 Dec 79 p 3 
[Text] A Mailbox of Legal Questions 


Comrade Editors: One of my neighbors has relatives overseas, who have 
brought home such articles as recorders, televisions, etc. which he is 
thinking of converting [to cash]. He asks me to ask you whether private 
individuals are permitted to sell or buy such imported articles. He 
Wenbin [0149 2429 1755] 


Comradé He Wenbin: According to the Criminal Code of China and the Pro- 
visional Regulations of Customs, all matters of importing into the ter- 
ritory of China (including through international post delivery) to avoid 
customs inspection, transporting or bringing articles, currency, gold or 
silver, valuable bonds and certificates, and other items into the country, 
and selling them without the permission of the customs belong to the action 
of selling articles without the right to do so, and all belong to the 
action of smuggling in violation of the law; therefore, illegal sale and 
purchase between private individuals of imported articles belong to th- 
illegal behavior of smuggling, which is forbidden by the law of the state. 


For the purpose of destroying China's socialist system and overturning 
proletarian dictatorship, domestic and foreign class enemies and some 
smugglers atcempting to gain private profit bring into the country articles 
that have relatively great difference in price inside and outside of the 
country to avoid customs inspection and taxation and proceed with activities 
of speculation and destruction. In order to preserve social order and 
manage the market for the protection of the development of the state's 
foreign trade and for the promotion of production, the state prohibits 

the above behavior of smuggling, selling, and purchasing. 


If a private person really has such foreign articles as recorders (for 
which taxes have been paid), and has the need of selling them, he may go 
to sell them at the state's designated foreign articles purchasing sta- 
tions. He cannot take them to the market by himself or sell and buy them 
between private individuals. 
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The state deals with persons engaging in smuggling according to the actual 
conditions of the individual case. Ordinary smuggling is dealt with by 
the customs authority according to customs regulations. If the amount 
smuggled is large, the action is punishable according to the crime of 
smuggling of the criminal code. If smuggling is a regular occupation and 
the amount amuggled is large, or if one is ti tiead of a smuggling ring, 
then the criminal law will attack with emphasis. Article 119 of the 
Criminal Code states: "All workers of the state who take advantage of 
their job facilities to commit crimes of smugy!ing and speculation will 
be severely punished.” Smuggled articles, whether they are articles of 
ordinary smuggling action or criminal smuggling action, are dealt with 
according to the regulations of customs. For the purpose of combating 
smuggling activities more effectively, the customs in Shanghai provides 
rewards for informers of smuggling according to the Regulation of Customs 
for Rewarding Information Concerning *wuggling. 

Xuan Dongling [1357 0392 3781] 
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FOREIGN TRADE 


BEIJING RADIO FACTORY PROCESSES RADIO SETS FOR FOREIGN FIRMS 
Beijing BEIJING RIBAO in Chinese 19 Dec 79 p 1 


[Report by Gao Xinglie [7559 5281 3525]: "Beijing Radio Factory Goes All 
Out To Expand Foreign Trade"] 


[Text] #y emancipating its rind and by expanding its foreign trade, the 
Beijing Radio Factory has created wealth in the form of foreign exchange 
currencies for our country and has improved its technology and management 
system. 


In a departure from its past practice, the factory has held direct talks with 
foreign firms with the blessing of its higher authorities. During the past 
year, it has signed six radio receiver-recorder processing contracts with 
foreign firms, and has processed and assembled 123,000 radio sets for them. 
The contracts can be divided into the following categories: 1. The factory 
charges foreign firms specific service fees for assembling their radio spare 
parts into finished products; 2. The factory would receive a specific percen- 
tage of profits from the sale of finished products which it assembles with 
key parts provided by foreign firms and auxiliary parts designed and produced 
by itself. The finished products would be handed over to the foreign firms 
through our foreign trade company as part of China's export trade; 3. The 
(actory charges the Ministry of Commerce a specific amount in service fees 
for processing and assembling imported spare parts in’o finished products 

for domestic consumption which would appear on the market under the same 
foreign trade mark and would be able to compete in quality with their counter- 
parts from abroad. 


As a result of the expansion of its processing services, the factory had 
earned an income of over US $100,000 in foreign exchange this year in addition 
to many other benefits. 


The expansion of its processing services has enabled it to import advanced 
foreign technology and equipment and to raise the level of its technology. 
As a producer of radio receivers alone, its technicians and workers did not 
know much about the production of radio receiver-recorder systems until they 
acquired the technology of assembling the high-standard and highly sophisti- 
cated binary sound track and seven-speaker hi-fi radio receiver-recorder 
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systems. After learning this new skill, they have broadened their professional 
knowledge, improved their designs, raised their level of technology, and 
stepped up the production of new type radio sets. This year, they have de- 
signed three different types of single sound track radio receiver-recorder 
systems for future production, two models of which have been on display. 


By providing processing services for foreign firms on a contract basis, the 
factory has also accelerated its transformation and improved the efficiency 
of production. A special workshop has been established in the factory to 
control the processing of radio spare parts from foreign firms and to insure 
that all requirements for qualities and quantities as specified in the con- 
tracts would be met. During the past tlree months, a radio receiver-recorder 
assemblyline for 147 workers has been established in the factory with key 
instruments, and tools furnished by foreign firms along with working clothes. 
Following a month of trial production, the factory has received praise from 
the foreign firms for increasing its monthly production capacity to 2,000 
radio receiver-recorders. 


As a result of the expansion of its processing services, the factory has also 
improved its scientific management and operating skills, and provided its 
worksiop cadres with an opportunity to get acquanted with the modern methods 
for controling mass production. 
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FOREIGN TRADE 


GUANGDONG DELEGATION SUMS UP VISIT TO AUSTRALIA, HONG KONG 
Guangdong NANFANG RIBAO in Chinese 24 Dec 79 p 1 


[Report: “Guangdong Provincial Friendship Delegation Reports On Its Trips to 
Australia and Hong Kong at the Meeting of the Fifth Guangdong Provincial 
People's Congress"] 


[Text] On the afternoon of 23 December, the Second Session of the Fifth 
Guangdong Provincial People's Congress held its third plenary meeting to 

hear a report from Zeng Dingshi [2582 1353 4258], Vice Chairman of the 
Guangdong.Provincial Revolutionary Committee and deputy leader of the Guangdong 
Provincial Friendship Delegation, on the delegation's visit to Australia's 
New South Wales and Hong Kong. 


At the meeting, the executive presidium was composed of 16 members including 
Wu Nansheng [0702 0589 3932]. 


At the beginning of the meeting, all deputies t» the congress rose in silent 
tribute to the memory of late comrade Li Jiaren [262i 0857 0086]. 


In his report, comrade Zeng Dingshi said: the purpose of his delegation's 
visit to New South Wales was to enhance mutual understanding, strengthen 
friendship, and develop cooperation with that developed country, and to 
learn its advanced experiences which are useful in accelerating the four 
modernizations in our province. There are nearly 250,000 overseas’ Chinese 
residents and Chinese-Australians in New South Wales (mostly of Guangdong 
Province origin), nearly 60 percent of whom live in Sydney and other major 
Australian cities. While in Sydney, chairman Xi Zhongxun [5045 0112 8133] 
met with Premier Neville Wran twice. In a joint statement, they declared 
Guangdong and New South Wales friendship provinces or states as well as their 
willingness to develop friendship and cooperation. During its stay in New 
South Wales, the delegation visited factories, harbors, wharves, hospitals, 
schools, marketplaces, and scientific research institutes and held talks 
with officials of departments concerned. Wherever the delegation went, it 
was accorded a warm welcome and cordial receptions by local government offi- 
cials, people from all walks of life, overseas Chinese residents and Chinese- 
Australians. This outpouring of friendship indicated that the traditional 
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friendly relations between the Chinese and Australian people had taken a new 
step forward after Guangdong and New South Wales were officially declared 
friendship provinces or states. Elaborating on the trip, Comrade Zeng Dingshi 
said: "During our meetings with people from all walks of life, we deeply feel 
that our international prestige is rising after the gang of four was smashed. 
The current international situation is very favorable to us. The central 
authorities have approved our province's request to adopt special flexible 
policies and measures in its economic contact with foreign countries. In ac- 
cordance with this spirit, we must take the full advantage of the current 
excellent situation to develop friendly relations with foreign countries 

and regions, to strengthen our economic activities abroad and to enhance 

the four modernizations in our province." Comrade Zeng Dingshi described 
Australia as a relatively well-developed economy which emphasizes the import- 
ance of the development of animal husbandry, mineral resources, foreign 
trade, scientific research, culture and education, as well as economic 
achievements and efficiency of work, and which attaches importance to the 
efforts to attract advanced technology and equipment and capital from abroad. 
According to him, Australia has many things worthy of emulation by Guangdong 
Province; the possibility and prospect of economic and technical cooperation 
between Guangdong and New South Wales is great and broad; during their stay 
there, they had initially discussed with the authorities concerned the pos- 
sibility of cooperation and exchanges between both sides; in the future, 
experts from both sides will meet to discuss details on cooperation and ex- 
changes on the basis of mutual benefit. 


Comrade Zeng Dingshi said: on their way home from Australia, the delegation 
visited Hong Kong. It had deepened its understanding of Hong Kong and the 
importance of developing further economic cooperation between Guangdong 
Province and Hong Kong through a series of meetings with people from all 
walks of life there. 


de reported to the meeting that during their stay abroad all comrades of 
the delegation worked hard, observed diplomatic discipline, and practiced 
frugality. He concluded that generally speaking, the trip was a success 
because it had achieved its intended purposes. 


Also present at the meeting were delegates attending the Second Session of 


the Guangdong Provincial Committee of the Chinese People's Political Con- 
sultative Conference and responsible comrades of departments concerned. 
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FOREIGN TRADE 


TIANJIN SCORES SUCCESS IN EXPORT 
Tianjin TIANJIN RIBAO in Chinses 21 Dec 79 p 1 


[Report by Liu Zhaoan [0491 3564 1344]: "Tianjin Municipality Scores Suc- 
cesses in Export and Procurement For This Year"] 


[Text] On the afternoon of 20 December, the Tianjin Municipal Foreign Trade 
Bureau met to celebrate its success in fulfilling its 1979 plan ahead of 
schedule. Invited to the meeting were representatives of over 500 commodity 
supply units and responsible comrades of various offices and departments of 
the Tianjin Municipal CCP and revolutionary committees. Comrade Huang 
Zhigang [7806 1807 0474], second secretary and vice chairman of the Tianjin 
Municipal CCP and revolutionary committees, addressed the meeting. 


Since the beginning of this year, the foreign trade bureau has mounted a 
campaign to increase production and practice economy, a campaign mainly aimed 
at overfulfilling its export plans and improving the management of enterprises 
and efficiency of their operation. It has also made vigorous and active 
efforts to organize production for export, and has formulated a flexible po- 
licy to expand export trade. As a result, it fulfilled its 1979 export plan 

} months ahead of schedule. 


As of Early December, it overfulfilled its 1979 export plan by 29.2 percent, 

or an increase of 42.9 percent over the corresponding period of 1978; it regis- 
tered a 36.3 percent increase in foreign trade procurement above the 1978 le- 
vel. in other words, Tianjin's export and foreign trade procurement for 1979 
hit the highest mark in history. The Foreign Trade Bureau attributed this 
success to active support given by all trades and professions and all mem- 

bers of the party throughout the city. Many export commodity production 

units had fulfilled orders on short notice; they had also overcome difficulties 
in improving the quality of their products and expanding production and had 
made special efforts to produce commodities that were in great demand on 
foreign markets. In pursuit of a policy to combine agricultural production 
with processing, all counties on the outskirts of Tianjin had provided the 
foreign trade department with commodities that were in demand on foreign 
markets. At present, there are over 520 factories in Tianjin directly or 
indirectly engaged in export production and over 780 of their products have 
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appeared on foreign markets. Among those popular with the foreign consumer 
are carpets, mops, accordions, alarm clocks, leather balls, tissue paper, 
silver pins, Ginseng essence, HE pipes, Gongfu shoes, three-red star brand 
caustic soda, wine and Tianjin red beans. 


At the meeting, a responsible comrade of the Tianjin Municipal Foreign 
Trade Bureau expressed his heartfelt thanks for strong support rendered by 
fraternal units. 
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FOREIGN TRADE 


*TLANJLN RIBAO' REPORTS SUCCESSFUL MARKETING OF LEATHER JACKETS, GLOVES 
Tianjin TIANJIN RIBAO in Chinese 21 Dec 79 p 1 


[Report by Liu Jilun [0491 4764 0243] and Wu Dongxiang [0702 1749 0686]: 
“No 2 Leather Plant and Foreign Trade Department Cooperate in Producing 
Leather Jackets and Gloves for Export") 


[Text] The No 2 Tianjin Leather Plant, in cooperation with the local foreign 
trade department, has produced high-quality leather jackets and leather 
gloves for export, thus boosting our country's foreign exchange reserves. 

The two fraternal units have also worked together to solve raw materials 
shortages in order to increase the export of the two leather products. 


The raw materials shortages forced the plant to operate at less than its 
full capacity during the first half of this year and almost compelled it 
to shut down during the second half of the year. 


in an effort to change this situation, the plant has formed partnership 
withthe local foreign trade department in producing leather jackets and 
leather gloves that are in demand on foreign markets, with raw materials 
supplied by the latter. This plant was originally designed to produce leather 
items for domestic consumption. The manufacturing of the leather jackets 
and gloves which requires sophisticated technology presented the plant with 
many technical difficulties. Before going into mass production, the plant's 
leading cadres led a group on an inspection and study tour of similar plants 
in other parts of the country and in producing the two leather items on a 
trial basis for a specific period in order to insure tiat their quality 
meets the advanced standards of their counterparts on domestic markets. By 
the end of November, the plant handed over to the foreign trade department 
its first group of high quality finished products and has received commen- 
dation for this success from the latter. 
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FOREIGN TRADE 


GUANGZHOU FOREIGN TRADE CENTER ESTABLISHED 
Guangzhou NANFANG RIBAO in Chinese 4 Jan 80 p 1 


[Text] The Guangzhou Foreign Trade Center was formally set up on 1 January 
1980 and started various types of foreign trade activities. 


Situated alongside the Liu Hua Lake in Guangzhou City, the Guangzhou Foreign 
Trade Center started services during its preparation. During its prepara- 
tion, the 46th China Export Commodities Trade Fair was going on as usual, in 
which the retail sales of China's export commodities and part of the foreign 
commodities for sale on commission have expanded the market. Newly expanded 
retail market will increase the business area by about 10 times. Dining 
halls, guest houses, cinemas and other facilities have started services to 
foreigners, overseas Chinese and compatriots from Hong Kong and Macao. 


The setting up of a foreign trade center in Guangzhou has attracted the at- 
tention of foreigners in the industrial and business circles. The fact that 
the Foreign Trade Center provides a site for exhibitions held by foreign bus- 
inessmen particularly arouses their interest in using the site for exhibi- 
tion and introduction of their commodities. First conducted was the Ja; an- 
ese Yamaha engines exhibition and the English books exhibition, together 
with science and technology exchange activities. The next exhibition, to 
be sponsored by the Hong Kong Yang Guang Business Promotion Corporation, 
will be held from 28 January to 10 February. There will be an electronic 
products exhibition and technology exchange meeting participated in by more 
than 20 manufacturers and firms from Hong Kong, Japan and other countries. 


From now on, the Guangzhou Foreign Trade Center will be a comprehensive ser- 
vice place for promoting China's import and export trade. Its major tasks 
are: 1) It does China's export commodities trade fair services for our for- 
eign trade companies. After the close of the trade fairs, it will run small- 
scale specialized trade fair services for all foreign trade companies. 2) 

It runs permanent export commodities showrooms for visitors who are foreign 
guests, overseas Chinese and compatriots from Hong Kong and Macao. 3) It 
runs a foreign exchange market which will also handle mail orders and cargo 
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forwarding services for buyers. 4) After the close of the trade fairs, 

it accepts exhibitions held by foreign manufacturers and firms. 5) It 
sets up dining halls, cinemas and motor pools for foreign guests and con- 
tracts for such service facilities and items as commodity bill boards, etc. 
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FOREIGN TRADE 


GUANGZHOU CONCENTRATES ON LIGHT INDUSTRIAL, TEXTILE PRODUCTS 
Guangzhou NANFANG RIBAO in Chinese 7 Jan 80 p 1 
{Article by Feng Bingzhong [7458 3521 0112] 


[Text] Guangzhou City will concentrate its main efforts on developing "first" 
products and traditional products which are principally light industrial, 
textile and export products. Attention will be brought to bear first on 61 
important products so that the growth of light industrial production will 

be faster than that of the total industrial production. This has been deci- 
ded by the Guangzhou City Ward-County-Bureau Leading Cadres Meeting held re- 
cently on the basis of further defining the socialist production goal. 


At present, these 61 important products have a definite place, both at home 
and abroad. They have great sales volumes and widespread sales, and make 
more foreign exchange earnings and high profit. They include: sewing ma- 
chines, wrist watches, alarm clocks, essence, batteries, flashlights, small 
light bulbs, apparel, cloth umbrellas, locks, leather goods, electric fans, 
steel furniture, television sets, knitted goods, cameras, colored cloth, 
synthetic detergent powders, soaps, vacuum bottles, cigarettes, machine 
twists, plastic shoes, refrigerators, simple washing machines, recorders, 
air conditioners, bicycle tires and tubes, etc. 


Guangzhou City's light and textile industries have a long history and a def- 
inite place both at home and abroad. In 1979, Guangzhou City's light indus- 
try was awarded for 18 items as national brand products and 31 items as su- 
perior products. Owing to the serious damage inflicted by Lin Biao and the 
“gang of four," the proportionally out of balance status of the national 
economy has not yet changed for the better. The city's total production 
value from January to October in 1979 increased 8.7 percent compared with 
that of the same period of 1978, with heavy industry increased 16.77 per- 
cent and light industry only 3.9 percent. 


To plant well such a “money tree" as the light and textile industries, there 


must be constant fertilizer application and frequent irrigation. After full 
discussions, several measures were adopted in the meeting. 
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Capital shall be accumulated through various channels so as to concentrate 
efforts to reshape old enterprises. In 1980, 40 to 50 important items 
which have immediate gains, more foreign exchange earnings and more pro- 
fit will be lined up for the light and textile industries. 


Industries shall be readjusted in earnest. The Municipal Committee has de- 
cided to close, stop, merge and transfer certain enterprises. After ini- 
tial arrangement, 69 enterprises will need readjustment. 


Advantage shall be fuily taken of the favorable condition that Guangzhou is 
close to Hong Kong and Macao where there are more overseas Chinese so as to 
vigorously expand foreign economic activities and actively expand matching 

trade, processing and assembling of imported materials, joint ventures and 

introduction of foreign advanced technology. To enchance the leadership in 
this respect, the Municipal Committee has decided to set up a Foreign Econ- 
omy Committee and also the corresponding foreign organization. 


The heavy industry shall render services to light industry. The metallur- 
gical enterprise will emphasize the development of light, thin nonferrous 
metals needed by light industry, striving to build up products in short 
supply. The mechanical and electrical enterprises will actively develop 
household goods and light products for export and actively trial manufac- 
ture and copy advanced devices and provide advanced technological equip- 
ment for light industry. The chemical engineering enterprise will emphat- 
ically develop such industrial chemicals as caustic soda, soda, chromium 
trioxide, hydrogen peroxide, sodium sulphate, auxiliaries, etc. which are 
needed by the light and textile industries so as to fill in inadequacies 
and shortages. 
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FOREIGN TRADE 


FOSHAN LIGHT INDUSTRIAL, TEXTILE EXPORTS INCREASE 
Guangzhou NANFANG RIBAO in Chinese 30 Dec 79 p i 
[Article by Kang Xin [1660 6580] and Wang Dekuan [3769 1795 1401] 


[Text] The Foshan City Finance and Trade Organization strenuously supports 
light industrial and textile exports. From January to November of this year, 
the city’s light industrial and textile exports increased by 55 percent and 
17 percent respectively compared with those of the same period of last year. 
The light and textile industries were thus developed, resulting in a large 
amount of the nation's foreign exchange earnings. 


Foshan City is one of the nation's four large old towns relatively prosperous 
in handicrafts, and enjoys fame at home and abroad for many of its tradition- 
al brand products. To support and promote production so as to accumulate 
more foreign exchange capital for the nation, the Foshan Finance and Trade 
Organization from the beginning of this year has conducted an extensive in- 
vestigation of the city's industrial organizations and made clear the produc- 
tion condition and potential of various enterprises as well as the condition 
of items, quantities, qualities and the sources and supply channels of raw 
materials for the products which can be provided for export, making detailed 
lists in categories and completing a schedule for fixed-items production of 
new products and extended purchase of old products. 


In strenuously supporting light industrial and textile exports, the Foshan 
City Finance and Trade Organization has paid attention to the development of 
new and old products urgently needed by the world market. In this way, not 
only are the sources of export products expanded but outlets for certain en- 
terprises with insufficient production assignment are also located. For in- 
stance, at the Foshan City Musical Instruments Factory, which has undertaken 
the new assignment of producing guitars, the products were poor in quality 
and insufficient to meet the assignment. The City Finance and Trade Organi- 
zation helped them introduce foreign samples for trial manufacture, resulting 
in production of guitars which have greater volume, thick and solid tonality 
and bold and unrestrained timbre. Having the gusto of classical guitars, 
they are welcomed by foreign traders, and the assignment to the factory is 
also increased in full. The production value from January to November of 
this year increased 57 percent compared with the annual value of last year. 


14 











In strenuously supporting the light industrial and textile exports, the 
Foshan City Finance and Trade Organization has also paid attention to the 
improvement, enhancement, renovation and replacement of old products, with 
a view to meeting changes in the world market. Take silk printing for ex- 
ample. Since this year, medium- and small-sized, much varied, relaxed pat- 
terns and bright, free-flowing colors are in vogue in foreign countries. 
The Finance and Trade Organization reflected the trend to industrial organ- 
izations and helped them design 980 varieties of patterns, totally renewed 
old patterns with varieties 1-1/2 times greater than those of last year. 

In addition, silks in more than 400 patterns were printed and dyed for for- 
eign traders by using their samples. Up until October, silk purchases more 
than completed the yearly purchase quota due to the improvement in quality 
and the increase in the number of patterns. 


In strenuously supporting the light industrial and textile exports, the 
Foshan Finance and Trade Organization has also paid attention to supporting 
the production from the aspects of capital, raw materials, equipment, etc. 
Since this year, they have floated to the industry various types of loans 
in the amount of 1.49 million yuan and foreign exchange loans in the amount 
of U.S. $1.17 million, thereby effectively supporting the development of 
light industrial and textile exports. as an example, after receiving the 
loans, the Foshan City Xin Guang Knitting Mill, whose exports amount to more 
than 95 percent of their total production, has procured more machines and 
expanded production capacity, resulting in a total annual production value 
of 18 million yuan, which is 20 percent greater than that of last year. 
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FORELGN TRADE 





SHANGHAI-HONG KONG CHARTER FLIGHT INAUGURATED 
Shanghai WEN HUI BAO in Chinese 15 Dec 79 p i 


{Report by WEN HUI BAO correspondent: "Shanghai-Hong Kong Charter Flight 
To Be Inaugurated--Welcome Sightseeing Tourists From Afar To Visit Their 
Relatives and Friends"] 


[Text] To facilitate trips by compatriots on Hong Kong and Macao, overseas 
Chinese residents and foreign passengers to Shanghai to visit their relatives, 
frienc; and scenic points of interest south of the Yangtze River during 
Christmas, Easter and spring festival, a maiden Shanghai-Hong ©..4. non-stop 
tourist charter flight will be inaugurated on 21 December. This inaugural 
flight will be followed by flights once a week on every Friday. The plane 

is scheduled to leave Shanghai at 08:00 am and arrive in Hong Kong at 11:10 am. 
It will fly back to Shanghai following a 60-minute stay in Hong Keng. The 
Shanghai branch of the Civil Aviation Administration of China (CAAC) has 
attached great importance to the operation of such regularly scheduled tovrist 
charter flights. It has also paid cluse attention to such matters as its 
plane's passenger capacity and cabin service. A number of outstanding pilots 
have been selected to fly the Shanghai-Hong Kong route. 


itineraries for arrivals in Shanghai aboard the charter plane from Hong Kong 


have been prepared by the Shanghai International Travel Service and the 
China Travel Service. 
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FOREIGN TRADE 


BRIEFS 


SHANDONG DEVELOPS EXPORTS--Last year Shandong Province overfulfilled its 
quotas for exports and procurement of commodities for export, an increase 
of 57 percent and 33 percent respectively over the 1978 records. Last year 
there were 19 new export commodities which were well received by foreign 
customers. The foreign exchange earned through the export of these 
commodities accounted for over 67 percent of the total amount of exchange 
earnings from exports. [SK080346 Jinan Shandong Provincial Service 

in Mandarin 2300 GMT 28 Jan 80 SK] 


FUJLA’( CHEMICALS--In 1979 the value of export of chemicals in Fujian reached 
6 mi.lion yuan, an increase of 200 percent over 1978. The staff and workers 
on the chemical front plan to increase this to 12 million yuan this year. 
[Fuzhou Fujian Provincial Service in Mandarin 1035 GMT 20 Jan 80 HK] 


FUJIAN OVERSEAS CHINESE VILLA--Fuzhou, 24 Jan--Construction of the Haiguancheng 
overseas Chinese villa in Fuzhou city, Fujian--joint venture between the 
Fuzhou branch of Fujian Investment Company and the Hengguang Development 
Company of Hong Kong--began in early January this year. The entire invest- 
ment is shouldered by the Hengguang Company, while the Fujian Investment 
Com any is only responsible for the construction. The villa consists of 
four five-story apartment buildings, of which 65 percent will be sold to 
overseas Chinese in Hong Kong, Macao and other places by the Hengguang 
Company, with the remaining 35 percent to be disposed of by the Fujian 
investment Company. Upon completion, the villa will be owned by the 
Hengguang Company. [Beijing XINHUA Domestic Service in Chinese 0701 GMT 

24 Jan 80 OW] 


GUANGDONG FOREIGN TRADE--The foreign trade departments in Guangdong have 
fulfilled the year's export task by 1.9 percent 2 months ahead of schedule. 
The purchasing plans have also been overfulfilled 1.5 months ahead of 
schedule. This year, the purchase and export of agricultural and sideline 
products throughout the province increased by 13 and 6.4 percent respec- 
tively over the corresponding period of last year. By the end f October, 
the purchase and export of industrial products increased by 30 percent 

over the corresponding pericd cf last year. [HK150647 Guangzhou Guangdong 
Provincial Service in Mandarin 1130 GMT 2 Dec 79 HK] 
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JIANGXI CLOTHING EXPORTS--In 1979 Jiangxi planned to export 420,000 items 

of clothing. Br the end of the year, 1.2 million items had actually 

been exported, setting a new record. In 1980 the province plans to increase 
the export of clothes by 60 percent on the basis of 1979. [HK200921 Nanchang 
Jiangxi Provincial Service [no language given] 1100 GMT 15 Jan 80 HK] 


LIAONING EXPORT COMMODITIES--In Liaoning, the sum of money gained from 
export commodities sales in 1979 surpassed the annual target by 29.6 percent 
and tse value of commodities exported via Dalian port exceeded its annual 
target by 60.7 percent, both topping previous records. [Shenyang Liaoning 
Provincial Service in Mandarin 1100 GMT 21 Jan 80 SK] 


LIAONING EXPORTS--The volume of exported Light and textile industrial products 
has been substantially increased since last year. Those products have been 
exported to more than 70 countries and regions including America, England, 
France, Malaysia and Singapore. Last year, the total sales value of exported 
light and textile industrial products surpassed the original plan by 64.4 per- 
cent, creating a new record in this regard. [SK280956 Shenyang Liaoning 
Provincial Service in Mandarin 1100 GMT 24 Jan 80 SK] 
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TRANSPORTAT ION 


BRIEFS 


SHANDONG CARGO LINER--Shandong Province's first cargo liner--(Luhai)-65-- 
with a capacity of 8,900 tons started regular service on 3 February. 
Belonging to the Qingdao Ocean Shipping Bureau, the cargo liner goes 
between Qingdao and Hong Kong to deliver goods from the province for export 
to or transfer out of Hong Kong. [Jinan Shandong Provincial Service 

in Mandarin 2300 GMT 3 Feb 80 SK] 


RAILROAD SOCIETY FORMED--The Chinese Railroad Society held its first 
representative assembly recently in Beijing, with scientific and technical 
workers from the railroad front carrying on vigorous academic discussions 
and making positive proposals with regard to how to speed up the construc- 
tion of modernized railroads and develop the transportation and shipping 
industries. In discussing shipping in China, the specialists put particu- 
lar emphasis on the need to exploit the potential of inland waterways. 
They also exchanged opinions on 4 wide range of topics concerning railroad 
construction, including tractive power, shipping and economics, rolling 
stock, electrification, engineering, and materials technology, etc. 
[Beijing GUANGMING RIBAO in Chinese 7 Jan 80 p 1] 
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